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Srocnw Excnances (212) 623-6100 a 


February 25, 1972 


Mr. Jack Harby , 
President 
Bausch & Lomb 
635 St. Pau] Street 
Rochester, New York 


Dear Mr. Harby: 


I am enclosing a draft of a report on Bausch & Lomb, which we would 
like to release as soon as nossible. 


I am addressing this to yourse’‘ since Mr. Schuman, I understand, 
will be out until March 13. I would appreciate if you would convey 
to me any glearing inaccuracies at your earliest convenience. 


‘Regards, 


Fant 


) Dovid Valen 


Pop AY 


David H. MacCallum 
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February 22, 1972 
S&P $00: 


BAUSCH & LOMB, INC. 
(BOL - NYSE) 


Recent Price: 

Price Range 1970: 
Price Range 1971-71: 
EPS 19¥V1: 

EPS 1972E: 


Dividend: 
Yield: 

P/E Range 1970: 
P/E Range 1971: 
P/E 1971: 

P/E 1972E: 


Bausch & Lomb's fourth quarter has been reported in preliminary form. 


‘The following table shows the company's fourth quarter results: 


_1970(a)_ 
Sales ($) 33,987 
Pretax Earnings ($) 1,574 
Margin (%) 4.6 
Tax Rate (%) 37.4 
Net Income ($) 984 
Per Share ($) 0.35 


1971E(b) 


2,780 
. 3,02 


eo eee 


(a) Not restated for the Bushnell acquisition 
(b) Excludes Bushnell, which Gontrituted sales of about $9 million and earnings 
of about $600,000, ao-~ nr Wo.sd pwn winrt O 


i -_— ~ 


“We believe that operations in the fourth quarter of 1971 were divided 


as follows between the traditional B&L activities and the Soflens: 


Traditional B&L 


1970 1971 (a) 
Sales ($) 33,987 35, 000 
Net Income ($) 984 1,010 
Per Share ($) 0.35 $0.37 


(a) Excludes Bushnell. 


(000) Soflens 


1971 


er 4,500 
- 1,770 
* 0.65 
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For the year as a whole, we believe that B&L's operations broke down 


as follows: 
Traditional B&L (600) Soflens 
1970 1971 (a) 1970 1971 
Sales ($) 134,133 139,500 os 7,500 
Net Income ($) 4,246 3,870 “ 2,540 
‘Per Share ($) $1.53 1.42 - 0.93 


(a) Excludes Bushnell and positive effects of currency adjustments. 

As indicated, B&L's traditional activities experienced continued sluggishnes 
a trend which has persisted over the past three years. Operations in the third 
and fourth quarters, while still not particularly strong, showed modest improve~ 
ment over results earlier in the year. The following table shows our estimates 
of per share results by major = area in the first halt and in the third 


and fourth quarters: 


: . Full 

First Half 390. _4Qia) | Year(a) 
Ophthalmic $0.42 $0.20 $0.20 $0.82 
Scientific 0.04 0.01 0.01 0.06 
Consumer 0.03 0.02 0.02 0.07 
Foreign : 0.20 0,13 0.14(b) 0.47 
Soflens 0.03 0.25 0.65 0.93 
Total $0.72 $0.61 i $1.02 $2.35 


(a) Excludes Bushnell. 
(b) Excludes positive currency adjustment. 


The Soflens effort has, of course, dominated the company’s attention 
over the past year. We believe that the company shipped about 2,600 kits 
to fitters in the last half of 1971. As these ore were sold to patients, the 
fitter reordered lenses from Bausch & Lomb which replaced those sold. There- 


fore, the movement of product through 4 pipeline to the eventual consumer has 


«sername ARSE SEA CSN EEE SO ENE BES 
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separate factors: 


PLAINTIFF'S EXH. No. 2 
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been established for an estimated 2,300 or so fitters in the country (a few fitters _ 
have bought more than one kit), representing about 14% of the nation's approx- 
imately 17,000 contact lens fitters (probably 3,000 ophthamologists, 12,000 
optometrists and 2,000 opticians). 
“uw 
As indicated,{ addition to the revenues generated by sales of the kits, 
B&L also experienced the first wave of revenues derived from selling lenses 


to fitters as a replacement for those sold out of the kit inventory. We believe- — 


again totally unsubstantiated by the company -- that about 10,000 patients 


‘in the last half of 1971 were fitted with the lenses. This probably created 


demand for about 8,000 lenses to replace those sold. The reason for the 


fact that lenses sold for replacement purposes does not quite equal the lenses 


ee 2iaet 28 Tg Suit, » 
fitted to pati up hae es we believe, to the initial tentativeness and caution 


a wi 


among fitters with regard to their first few Soflens patients. As the clinical 
experience with the Soflens lengthens, fitters should order exactly as many 
lenses as they are fitting on a current basis. In fact, if the experience 

with De lens improves and corroborates initial optimism, there may even be 

a period during which fitters expand their inventory from one kit to two or more 
kits. This would create a situation where the original pipeline -- roughly one 
kit to cach fitter-- could be expanded materially beyond this, oe to the 
area, for example, of three kits for every two fitters, There is, at present, only 
fragmentary, but increasing, evidence that this is in fact developing. : 


In 1972, we believe that B&L's Soflens progran will be impacted from two . 
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he proportion of fitters in the country involved with the 


(1) 


fs 
ee is likely to ee in our opinion, based on m 
a variety of evidence developed largely outside Bausch & 
Ly 

Lomb, there Wel Geen a period of time -- stretching from 

the initial introduction of the lens during the summer of 

1971 threugh probably November-December 1971 -- in 
‘which a cons erable amount of confusion and skepticism 

developer niong the nation's fitters. In our opinion, this 

‘element of doubt is being rapidly discharged; as aresult, 

we believe ‘hat the following trends will develop during 


1972 on u quarterly basis in the area of (a) the number of 


new fitters ordering kits for the first time and (b) the 
number of additional kits sold to the existing user population 
solely « expand their capacity to fit new patients: 
‘Incremental Kits 
- New Fitters To Existing Fitters Total 
(in number of kits) 
First Quarter 7 oe 200 1,990 


Second Quarter 2,000 400 2,400 
Third Quariear 2,500 800 3,300 


Fourth Quarter 3,020. 1,000 4,000 
Year 9,200 2,400 11,600 
We further assume -- we believe with reasonable justification -- 


that the number of fitters of corsact tenses in the country will 


expand during 1972, largety duc to the substantial success 


of the Soflens. Thus, we ars estimating that, by the end 
of 1972, about 60%-65% of 18,500 fitters will be prescribing 


the Soflens. 
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(2) The number of lenses fitted by prescribers during 1972 
will, in our opinion, accelerate dramatically. This 
- will develop due to several related factors. pete. 
the success which the average fitter is experiencing with 
the Soflens is clearly related to the length of time he Has 
: been involved with the product. At present, we believe 
: that about 75% of the Soflens fitters have been ene 
the product for less than two months. We believe that 
those fitters who have been using the product fer six months 
a are (aj achieving a higher success zatio with the Jens huniber 
of patients fitted successfully with the Svu.:ens cos.pared 
to the total number of attempted fits) and (b) recomm«ading 
‘the Soflens -- eine explicitly or implicitly -- to a broader 
cross-section of their patient bank. As a rough rule of 
thumd, we estimate that the average fitter of six months 
duration is fitting about four times the number of Soflenses 
as a fitter of less han tw.y months. If this relationship 
persists into 1972, the nuinbers of Soflens fits would 
-increase by about a factor of four (compa‘ing the fourth quarter 
of 1972 with the first quarter of 1972) even if the total 
a number of fitters were essentially constant during the 
year. Thus, we believe that the foli:wing table sat'sfaciczily 


describes the most likely wend in total patient fits during 
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% of 4 
Total Soflens Lenses in Kits in 
Fits Pipe line (a) Pipeline (b) 
First Quarter 20,000 | 93,600 21.4 
Second Quarter 50,000 142,000 35.2 
Third Quarter 80,000 178,400 44.8 
Fourth Quarter 120,009 242,400 49.5 


Year 270,000 


(a) At start ot quarter 
. (b) Measured at end of preceeding quarter. 


If the above estimates are achieved, B&L's Soflens sales 
would account for about 30% of an estimated total of 


800,000 new contact lens wearers in 1972. 


pantie ~& In the following table, we have combines the two factors 


—— 


which will play a role in creating revenues for the Soflens 


prograr’ in 1972. In addition, we have assumed that each 
_ new wearer of the Soflens -- at least during 1972 -- 
will either receive a sterilizer from the fitter (included 
- in the tdétal price of the fitting) or will purchase a sterilizer 
independent of the fitter. Sometime during 1973, we-believe 
that a sterilizing solution will be available (probably from 


Allergan Pharmaceuticals), which could Substantially 
reduce the market for the sterllizers>—I tic catcotattons ~~ z 
we have assumed that all of the sterilizers included as part 


-of the kit sold to fitters -- about 55,000 estimated in 1972 -- 


are distributed to patients and the remainder -- about. 220,000 
sterilizers -- are purchased by the user. - We have not — 


attivmacd anes afl co 


a PLAINTIFF'S EXH. No, a 
a ‘arked for 1D OTe | 00. 5 
. Rec'd in Evidence 

-dnitial wearing population -- a presumption which could 
understate the potential by about 10% or so. It should 
be recognized that the generation of kit sales is related 
to the onjoing success of the Soflens program; in other 
words, the higher the level of demand for the Soflen s-r-sepy<¢__— 
the greater will be the tendency to stock a higher proportion 
of the nation's fitters. Furthermore, it should also be 


evident that, once a practitioner is stocked with a Soflens 


kit, he then must replace each pair of lenses sold to a 
A 


With regard to the likely Soflens income account in 1972, B&Lis 


patient with a comparable pair bought from B 


faced with a number of factors, spelled out in some detail in our Basic 
Report (pp. 21-23) of July 1971. In priet, these include the following: 
a costs of producing the lens are probebly now aa 
to decline materially, as B&L gains more experience with 
the spin casting techniques used in the lensmaking process; 
_these costs are probably on the eetes of $2-$3 per pair - 
at the present time; 
(2) promotional ena high during the last 
half of 1971 as the company moved the product into national 
_ distribution behind the use of extensive seminars held through- 
out the country and recruited a substantial selling organization; 


' : (3) Royalties are now being paidg to the Czechoslovakian Academy 


es Science in the amount of 5% of the value of the lens; 


nen tinny men vette deme et hth 


mnrtntneminsaacene estan te 


Dollar Dollar tg iy TotalDollar 


Total Soflens Value: _- Soflens ' Value: Sterilizer Sterilizer Value: 
Kits Sales _ Ce ae Kits Sales _ Fits Soflens_ Fits_ Sal Revenues Fits + Pipeline + Sterilizer 
(kits in units) (pairs in units) (pairs in units) (units) i 
ey $ 7,030,000 
First Quarter beeen... 68,400 $5,520,009 20,000 $1,300,000 10,000 ”% 210,000 11,020,000 
Second Quarter 2,400 86,400 6,972,000 50,000 3,250,000 38,000 793,000 16,120,500 - 
Third Quarter 3,300 118,800 9,537,000 80,000 §,200,000 63,500 1,333,500 21,520,000 _ 
Fourth Quarter, = _4,090_ 144, 000 11,620,000 126,000.  _7, 800,000 100,000 2,100, 000 $55,690,500 
Year 11,609 417,600 $33,699,000 270,000 $17,550,090 211,500 4,441,500 


! 
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(4) B&L did not credit the National Patent Development account 
with any paftt_of the 1971 eamings from the Soflens since 
ly 
NPD's shate cf these earnings did not exceed its 50% 
share of the $3.3 million research and development expenses 
incurred prior to the lens's introduction; NPD should begin 
to participate in the eamings from the lens in the first 
quarter of 1972; 
(5) B&L will continue to deduct, as it has since the introduction 
‘of the lens, 35% of the sales value of the Rice Ee 
__Stited expenses. . 


As arsult, for 1972 as a whole, the following income account is likely: 
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Estimated Soflens Earnings: 1972 


Soflens Sates 


35% rebate 17,937,150 $51,249,000 
Royalty 2,562,450 
CGS + Direct SGA 7,000,000 
27,499,600 

Pretax [Income 23,749,400 

NPD's Share (a) 11,874,700 

B&L's Share (b) 29,811,850 

Taxes @ 50% 14,905,925 

sotctmeome. /~ Shane. $5.45 


(a) Represents 50% of indicated pretax income. 
(b) Represents 50% of indicated pretax income plus the 35% rebate. 


Estimated Sterilizer Eamings: 1972 


Sterilizer Sales $ 4,441,500 
a CGS + Direct SGA 2,590,000 
Pretax Income 1,941,500 
Taxes @ 50% . 970,750 
Per Share $0.35 


At the present time, we believe that the above estimates are speculative 
: : 
and are Ss yz by the extrapolation of recent trends, to the extent 


that we are aware of them. We now believe that these trends are far less 
conjectural than was the case three or four months ago, but they nevertheless 
| _ Femain ee hinie PR ne As a consequence of this feeling, we 
will apply a 20% deflation factor to the earnings estimates -- representing 
only our present uncertainty. 
| On a quarterly basis, therefore, we believe that the following trends 


in the company's Soflens effort -- the lens plus the sterilizer -- will develop: 


Sales Earmings Per Share 


First Quarter $ 7,039, 000 $1,500 


Second Quarter 11,020,000 Z,a70 0.87 
Third Quarter 16,120,500 3,630 : 4,83 
Fourth Quarter 21,520,009 5.200 | 1.50 

Year $55,690,500 $12,700 $4.65 


In the other areas of B&L's business, aetaesack a somewhat weaker 
recovery than we had in earlier reports. This mainly reflects the continued 
ees in the instrument part of the business, although B&L's ophthalmic 
business is rzogressing in accu good fashion. The international 
division is experiencing satisfactory gi» .h. In addition, B&Lis translating 
results of the foreign operations to U.S. currency on a somewhat higher 


average basis, Assuming a 5% average revaluation, B&L's earnings would be 


nm aided. by about $0.03 saa share. Vom fhe following table shows our estimates, 
clearly on a highly tentative basis, “Of B&L's sales and earnings, divided by 


source, by quarter in 1972: 


: Full 

1Q 20 39 4Q. Year 

Traditional B&L (a) $0.35 $0.55 $0.53 $0.45 $1.88 
Soflens 0.55_ 0.87 _2.a2 190. "4.65 
2.35 $6.53 


- $0.90 --$1,42 $1.86 $ 

(a) Includes Bushnell, which added $0.08 per share to eamings in 1971. 

The above estimates make essentially no adjustment for any of a 
number of factors which could play a role in B&L's earnings during 1972. 
| | . No. a 
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(1) In the near future, we expect B&lL to file an offering, probably 
of common stock, to viiae about $25 aaidion. If B&L were to i 
sell 140, 000 shares of stock (at $175), it would raise $25 
million. If B&L were to sell 140,000 shares of stock (at 
$175), it would raise $25 million. Further, if the co.upany 
— off its short-term debt position (of $22.4 million at 
the end of 1970), B&L would save about $1.5 million (at 7%) 
in interest payments. The dilution, assuming eamings 

4 before the offering of $6.50 per snare, would amount to 
$0.05 per share. 

(2) B&Lis now gearing up to introduce the Soflens in a number 
of foreign markets. These markets now essentially consist 
of most linportant countries of the world, B&L having recently 
obtained a non-exclusive license to Continental Europe (except 
Brance) and Great Britain. The arrangement with National Patent 
Development differ but foreign sales could generally be at 
least as profitable as U.S. sales. 

(3) The company has concluded three acquisitions in the past four 
month: . None have been particularly major, with the possible 
exception of Bushnell. Management's effort is now being 
importantly directed towards this area of opportunity and, with 
the stock at the present multiple, important incremental eamings 


could be generated through acquisitions for stock, 


David H. MacCallum 
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—Addendum_ 

In early~December 1971, FD&S commissioned a survey, conducted 
by a n2tional market research organization, to determine (1) the rough 
outlines of the acceptance e the Soflens, (2) some feel for the attitudes 
of prescribers (both ophthamologists and ade regarding the Soflens, 
and (2) a preliminary reading oe future prescribing plans. 

“Paetions of the results of this stucy are presented below in outline 
from and, although fully reflective of the ae attitudes of fitters,’ do 
not contain th shadings of responses elicited. 

Question #]; What percentage of your patients receive (a) 
eyeglasses, (b) hard contact lenses, (c) soft 
contact lenses? 

Ophthamologists 
100% prescribe eyeglasses; 80% prescribe eye- 


glasses for more than 75% of their patients. 


100% prescribe nard contact lenses; only 11% prescribe 


hard contacts for more than 25% of their patients. 


enews em -- see eee mm eee 
eee oe ~we .- - ween 7 ~ = - 2 


29% prescribe soft contact. lenses; with the exception 


a ee wwe De tt oe we Ot See eee tC ae ant) 


of 2% of shins dicen all prescribe far lnee than 5% 


ae ee ee ee 


of ate patients. ‘ 
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Optometrists 

100% prescribe eyeglasses; 68% prescribe eyeglasses 


for more than 80% of their patients. 


95% prescribe hard contact lenses; 34% prescribe hard 


contacts for more than 11% of their patients. 
. - 486 prescribe soft contact lenses; all but 2% prescribe 


those lenses for less than 5% of their patients. 


Question #2: How long have you been prescribing soft contact lenses ? 


A: 75% of the professionals now fitting soft contact lenses 


have fitted them for less than two months. Pies 


Question #3: Are there any reasons for not prescribing soft contact lenses? 


-—_-~- - eee 


: As i6h Soft lenses are not yet proven 
14%. . Either tues. --- .g _... .- 
10 Expensive Oe 
10 Not availabie for all indications 


8 nie Reduced vision with the lens. _... 


weer ane * om 8 


8 Adverse reports © 
7 .... Basily contaminated... +-- _- .. 2s 2¢-...-- 
6 "  Bavent earned we tithem 0h C “(i i 
6 Kit cost too expensive 
16_--: Other reasons _.-..-. ..-::: DU erin cists 


Good idea 


14 More confortable 
10 Too new; need more information 
10 Does not cover all indications 
9 Need more work 
7 Vision not clear 
7 Too many problems 
18 Other 
100% 


Question #5: What are your future prescribing plans with regard to the soft 
' contact lens? 


Prescriber - Non-Prescriber _ Total 

’ More in future 18% _ 41% 56% 
Less in future 1 ot 

Same 8 20 a0 
No answer 1 14 is 

— 24% 76% 100% 


FD&S intends to commission a similar survey in approximately two to 
three months time, which will focus more extensively on (1) shifts in pre- 


scribing activity and (2) changes in attitudes, if any, towards the Soflens. 
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lower, although there was a noticable firm- 
in; end toward the close. 


The session highlight was an 11%-point 


ve Bausch & Lomb, 1972 —Changes~— 1971 
{ et ee a gegen on a turnover of 348,- {ndustriais Te a eee Men 
. ai Transporta Sout =. j 
i; 000 shares. Included were a couple of large peatioed a ines z 4 _ &u i ee | 
: block trades. Rumors that a large block had ‘Composite sn sa . 
: been overhanging the market contributed to OTHER MARKET RN mi 
*920 | the stock’s weakness. N.Y.S.E. Composite ........ceeees $9.91 — 0.15 $5.77 
. | Bausch & Lomb shares, in a little under a one ee + oes ne : 
. month, have plummeted more than 60 points. prensporration He 5.58 . 0% au 
‘ ina a A 04. . 
“900 A good part of yesterday’s weakness sett & Poor's Industriat | ean 119.43 — 0.28 TIi-3 
stemmed from reports that Faulkner, Dawk- American Exchange rice index ... el BI ay IE ac 
ins & Sullivan had lowered its Bausch &. "ASOA@, Qver-Camter Composite .. 197-77 — ta 
Lomb earnings estimates for the first quarter Insurance a 1a : 0.58 
and had withdrawn its ‘‘buy’’? recommenda- Volume of advancing stocks of N.Y.S.E., 5,050,000 


tions on the stock. Repeated efforts to reach 
Faulkner officiz!s were unavailing. 


But a Faulkner Dawkins analyst visited 
the company yesterday and was told that first 
quarter earnings would be between 65 cents 
and 75 cents a share, up from the year-earlier 
adjusted 28 cents. And, according to reports, 
some Faulkner people relayed this informa- 
tion—which hadn’t yet been made public—to 
outsiders. Daniel Schuman, Beusch & Lomb 
chairman, confirmed he had given the analyst 
the estimate, which is considerably below the 
$1 and $1-plus a share some analysts have 
been estimating. 

“3 for the overall market, the industrial 
average eased 0.60 to 936.71. 

Blue Chips Do Well 
The blue chips fared better than the gen- 
eral market, evidenced by the fact that Big 
Board declines exceeded advances 868 to 552. 

Reflecting sharply reduced institutional 

250 activity, Big Board volume shrank to 16.7 mil- 
-lion shares from Wednesday’s 19,460,000. 
Block trades of 10,000 shares, or more, fell to 
126 from the revised 166 Wednesday. 

240 The number of new 1971-1972 highs dwin- 
dled to 42 from Wednesday’s 62. Lows rose to 
10 from six. 

“It’s just a case of old-fashioned profit tak- 

230! ing,’’ declared one broker, in explaining yes- 
terday’s weakness. ‘‘You've still got some jit- 
ters over the international monetary situa- 
tion, concern that inflation still isn’t really in 

220 | check and no serious market setback since 
ths market shot up to about 950 recently from 
the 800 level last November,”’ he added. ‘‘So 
there are some legitimate reasons for nailing 

21Q | down some profits. ...” 
That's essentially the thinking, too, of Don- 
ald Hahn, director of research-inveatment at 
A. G. Becker & Co. Says Mr. Hahn: ‘I sus- 
pect we've started a 5% to 10% correction in 
the market, which should be completed in the 
next quarter. We’re felling clients to increase 

20 | their cash reserves to 20% to 25% of their 
portfolios to take advantage of what we be- 
lieve will be a drop to the 850 to 900 level in 

the industrial average. After that, we think 

115 | the bull market will be resumed. Should ‘he 
market turn around from here and move past 
950, we would then recommend raising even 

110 more cash beceuse you would have a market 
advancing on 8s weak technical structure, 
which, historically, is insurmountabie.'’ 

Mr. Hahn says A. G. Becker is advising 

103 cents to sell stocks in the office equipment 

/ | group, the dental sector, and AMS’, which, for 
example, it regards as ‘‘overpriced’’ on fun- 


damentals. 
Market Depressants 
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% Profit-takers and bargain hunters locked jesues traded .... 1763 1963 is8 10786 1,760 1.780 
| horns again yesterday. And when it was all Advances ........ $2 76 78 86 By 1a 
|v | over, the stock market had finished modestly nese dl eee Se oe a oe. 


New highs, 1971-72 . 42 62 47 45 3 131 
New lows, 1971-72 .. 10 é $ 6 1 1 


DOW JONES CLOSING AVERAGES 


= volume of declining stocks, 9,180,000. On Ameri- 
n S$. %., volume of advancing stocks, 1,490,000; volume 


o ‘aaclining stocks, 2,650,000 


its branch offices, that the stock’s near-term 


performance might be dull. It cited indica- 
tions of early computer losses in 1972 and the 
possibility of a large equity financing. Also 
hurting; some said, was a recent sell recom- 
mendation from A. G. Becker. 

» ITT, No. 2 on the active roster, fell 2% to 
5814. A Senate Committee is investigating the 
Justice Department's settlement of arititrust 
suits against the conglomerate. Further, 
some negative sentiment was said to reflect a 
Wall Street Journal story of insider selling 
prior to the news of the proposed settlement. 

American Telephone, also active, dropped 
% to 43%. The company reported a first quar- 
ter earnings decline. 

Natomas was a loser in the glamor seg- 
ment, droppin %% to 723%, in active trading. 
The company . ently registered a proposed 
sale of 600,000 shares. In addition, Spencer 
Trask & Co., a long-term bull on the com- 
pany, has cut its earnings estimates and is 
telling its institutional clients to be more cau- 
tious. In a report this week, it also cites the 
likelihood of lower frequency of oil discov- 
eries over the mear term, and the stock’s 
sharp recovery from its 1971 low. 

Hard-Hit Railroad 


The Gulf, Mobile & Ohio Railroad was a 
big loser, dropping 5%to 103%. A merger with 
the Illinois Central was blocked by a Federal 
judge’s restraining order. IC fell 11% to 3645. 


Associated Spring was a large percentage | 
gainer, spurting 214 to 32%. Last month, the | 


company predicted a sharp rise in its 1972 
profit. 


Clark Oil rose 1 to 19. The company re- 


ported successes in its offshore drilling pro- | 


gram. 


In the blue chip sector, Westinghouse, 
which got $44.7 million in Aiz Force awards, 
advanced 1 to 48. Other gainers included 
? Alcoa, up 1 to 5244, and Sears Roebuck, which 

ecently reported record sales and profit, 
ahead 1% to 11144. Du Pont, on the other 
hand, dropped 2 to 1674. 

Monsanto, benefiting from a buy recom- 
mendation from a large brokerage concern, 
jumped 2 to 544, 

The American Stock Exchange index fell 
C.09 to 28.08 as declines trooped ahead of 2d- 
vances 615 to 225. Volume totaled 4,900,000 
shares, down from Wednesday's 5,840,000, The 
National Associztion of Securities Dealers’ 
NASDAQ comfy vsite index of over-the-counter 
stocks weakened by 0.37 to 127.77. 


| 
i 
| 
' 
j 


i : 


— ot on oe on ae. we 
eS, 


ec 


ae 


Rochester, H. Zo, March 17, 1972-*-3ausch & Lomb expects *9 eato 
between 65¢ ard 75¢ per share for the first quarter of 1972,up from 1971 
first quarter adjusted earnings of 23¢ per share, according to 


Me Deniel G. Schuman, Board Chairmat. 


the introduction of the aphakic series of SOFLENS contact lenses for post 
cataract patients. Tae Comorny plans to tegin such shipmenrs in the 

second quarter. In addition, shipments of the su ier size practitioner 

BS SOFLENS kits will not comence until April. Also, reordering o# SOFLANS 

| lenses by tha practitioners slowed from their earlier rate, although this 
may be due partly toa seasonal factor in the conract lens industry and to 
the fact that shipments were held up ia February and March while shipping 
vials seals vere changed. In addition, the Company believes there haa been 
- an adverse offect resulting from the many published misconceptions regarding 
the product. The Company maintains a high level of confidence ia the 


success of the SOFLENS contact lens. 
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A SOFLENS Contact Lens wearer (left photo) places the lens 
carrying case, containing saline solution, in the compact 
water-filled aseptor unit, which will steam the lenses for 15 
minutes and automatically shut itself off. The lenses are then 
ready to wear. Saline solution is prepared each day by putting a 
SOFLENS salt tablet in an ounce of distilled water in the Care 
Kit’s squeeze bottle. Right photo shows the remarkable flexi- 
bility of the lens, which always returns to its original circular 
form and dimensions. 


Bausch & Lomb's revolutionary new SOPLENS™ Contaci 
Lens (polymacon), the result of more than four years of 
development effort by the company, has met with enthu- 
siasm from the eye care professions and wearers through- 
out the initial marketing areas in the Far West. 

Patients have praised the wearing comfort of the soft 
plastic lens and the short period of adaptability required 
to adjust to it. 

Daily care of the lens, which is simplified by the Patient 
Care Kit system developed by the company, has proved 
to be a convenient routine. One patient has remarked that 
“lens care requires only two minutes and two cents a day.” 

SOFLENS Contact Lens, made of a soft, flexible hydro- 
philic (water loving) plastic, is roughly the size of the cor- 
nea of the adult human eye. The lenses are being prescribed 
by eye care professionals to correct the vision of near 
sighted persons with non-diseased eyes and up to a mod- 
erate amount of astigmatism. Development continues to 
broaden the lenses’ capability to correct other types of 
visual refractive error. 
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Bausch & Lomh incorporated and Consolidated Subsidiaries 


To the Shareholders: 


Consolidated sales for the second quarter ended June 25, 
1971, were a record $37,002,651, an increase of 5% 
over the figure of $35,181,427 recorded in the same 
period of 1970. 

Net earnings for the quarter of $1,294,385 were up 
10% over the $1,177,466 registered last year. Earnings 
per share of common stock, after preferred dividends 
and based on the average number of shares outstanding, 
assuming full conversion of debentures, were $.45, com- 
pared to $.43 per share in 1970. 

Consolidated sales for the six months ended June 25 
were a record $68,030,477, up 2% from the figure of 
$66,745,907 achieved in the same period of 1970. 

Net earnings for the first six months of 1971 were 
$2,054,147, a decrease of 6% compared to $2,185,537 
in the same period of 1970. Earnings per share were 
$.72 in 1971 and $.79 in 1970. 


Ophthalmic and @.. products sales continued 
the growth patterns of the first quarter and foreign sales 
remained at satisfactory levels. Scientific instrument 
business failed to show any improvement. 

The introduction of the unique new SOFLENS™ 
Contact Lens (polymacon) to eye care professionals in 
the Far West has been completed. The national mar- 
keting program is being accelerated so that introductory 
symposiums for the professionals will have been con- 
ducted in the major population centers of the country 
by the end of November. 

On May 18 Daniel G, Schuman was elected Chairman 
of the Board and Jack D. Harby was elected President 
of the company. William W. McQuilkin, who had been 
President since 1959 and Chairman of the Board since 
1969, was elected Chairman of the Executive Committee 
of the Board of Directors, succeeding Carl! S. Hallauer, 
who is continuing as a Director of the company. 

In preposing the top management changes for ap- 
proval by the Board, Mr. McQuilkin stated: “It is 
gratifying that the growth and development of the 
organization, since it was restructured in 1967, now 
justifies assigning chief executive responsibilities to Dan 
Schuman and Jack Harby. In their new offices, they will 
continue to provide the co-ordinated leadership that has 
marked their performances as Executive Vice Presi- 
dents for Finance and Administration, and for Opera- 


Second Quarter Ended 
June 25, 1971 


June 26, 1970 


ea 


0024 


tions, respectively, over the past @..:.. T am confi- 
dent they will move the organization to new heights in 
meeting the great opportunities and challenges of the 
decade ahead.” 

On June 1§, M. Herbert Eisenhart retired as a mem- 
ber of the Beard ef Directors, ending a 54-year associa- 
tion with the company during which he served with 
great distinction as a manufacturing executive, as a 
Director since 1923, as President from 1935-49 and as 
Chairman of the Board from 1949-53. His counsel and 
guidance will be greatly missed. Richard H. Eisenhart, 
president of R. H. Eisesthact, Inc., manufacturers rep- 
resentatives, Rochester, was elected to the Board. 

Herbert J. Mossien, vice president and general man- 
ager of the Scientific Instrument Division, has retired 
from the company to join the faculty of Rochester In- 
stitute of Technology. Robert J. Sparling, manager of 
marketing and technology of the Division since 1967, 
was promoted to general manager. 


Bi ~ uy 
Y) ft zu ea ci ts Was v 
Chairman of the Board : President 


Rochester, N. Y. 
July 28, 1971 


Six Months Ended 
June 25, 1971 June 26, 1970 


INCOME: 
Products S010) a. cece cn des per eieeteesie al $37,002,651 $35,181,427 $68,030,477 $66,745,907 
Other inconte! co. vi ccc nie wo cis eee ree 373,738 220,696 651,758 410,818 
37,376,389 35,402,123 68,682,235 67,156,725 
Costs AND EXPENSES: 
Operating costs and expenses .......++- 33,210,433 31,383,787 61,278,018 59,405,158 
Depreciation of properties .......-++-- 1,184,552 1,148,700 2,392,722 2,294,840 
| Interest expense ....... ee eee eee eee 571,019 692,170 1,181,348 1,316,190 
Federal, foreign, and other taxes 
GHC WTICOMIG es alec aielsle ecarece ee Heenan «9 1,116,000 1,000,000 1,776,000 1,955,000 
36,082,004 34,224,657 66,628,088 64,971,188 
Net EARNINGS FOR THE PERIOD .......-+++> $ 1,294,385 $ 1,177,466 $ 2,054,147 $ 2,185,537 "s 
Net EARNINGS PER SHARE OF COMMON STOCK* $ 45 . "43 $ 72. $ 719 f, 


*After preferred dividend requirement and based on average number of shares outstanding (2,727,912 shares in 1971 and 2,694,148 shares in 
on of the convertible debentures. 


1970), assuming full conversi 
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BAUSCH & LOMB REPORTS RECORD © For release: — IMMEDIATE 
@ FIRST QUARTER SALES AND EARNINGS 
: @ Contact: 


Rochester, New York, Reet) 28), 1972)-- Bausch & Lomb 
today reported consolidated sales for the first quarter ended 
March 25, 1972, were a record $42,960,000, an increase of 31 per 
eent over the figure of $32,693,000 in the same period of 1971. 

Net earnings for the first quarter, also a record, were 
$1,979,000 compared with $803,000 for the same period of 1971. 
Earnings per share of common siete, after preferred dividends and 
pased on the average numoer of shares outstanding assuming full 


conversion of debentures, were $.68 comoared to $.28 in 1971. 


Daniel G. Schuman, chairman of the Board, and Jack D. Harby, 
president, stated that Soflens earnings accounted for substantially 


all of the increase over 1971. They noted that other domestic opera- 


tions showed a gain in earnings against last year but this was largely 
offset by a reduction in foreign earnings. 
In domestic operations, ophthalmic sales for the quarter 

were strong but earnings showed only a slight increase as 4 result 
- of higher costs. Consumer products continued to show good progress 
in both sales and earnings. Scientific instrument results showed 
Some improvement over last year's first quarter and demand for these 
products appears to be showing signs of recovery. 

Under terms of the Soflens licensing agreement, no National 

Patent Development Corporation royalties were due on Soflens sales for 
the first quarter because of the deductibility for royalty purposes 


of Soflens costs incurred ana expensed by the company in prior years. 


° 


Had such prior costs not been deductible, earnings would have been 
) PLAINTIFF'S EXH. No. <¢y 


reduced by approximately $.05 per share. Marked for ID 9-24-72 
Ree'd in Evidence 
-more-' Page fi ‘ 


The introductory marketing period for the Soflens contact 
lenses has now been completed, and the lenses are widely available 
throughout the U.S. and Canada. The data and experience accumulated 
by the company , Schuman and Harby said, have further substantiated 
‘the claims of safety and efficacy made for the product. Based on 
the number of patients now wearing the Soflens contact lenses, the 
lenses have become an important new product for the ophthalmic pro- 
fessions. 

Programs for marketing the Soflens contact lenses in a 
number of other major countries are now under way, and it is expected 
that they will be introduced in these markets during the balance of 


this year. 
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BAUSCH & LOMB REPORTS © For release: IMMEDIATE 


RECORD 1971 RESULTS © Contact: BILL KELLAM, EXT. 285 


Rochester, N. Y., Jan. 26, 1972--Bausch & Lomb today reported 
record consolidated net earnings for 1971 of $7,748,000, an increase 
of 60% over the restated earnings of $4,853,000 of 1970. The 1970 


sales and earnings are restated to reflect the acquisition of 


Bushnell Optical Co., Pasadena, Cal. ona pooling-of -interests basis. 


Operating earnings per share of common stock, after preferred 
dividends and based on the average number of shares outstanding, 
and assuming full conversion of convertible debentures, were $2.53, 
compared to the restated 1970 figure of $1.71 per share. An 
extraordinary credit of 17 cents per share from the revaluation of 
foreign currencies boosted the 1971 earnings to $2.70 per share, an 
incresse of 58% over 1970. Earnings of Bushnell added 18 cents per 
share to the totals in each of years 1970 and LOTTE. 

Consolidated sales reached a record high of $157 ,030,000,) ‘a 
gain of 10 percent over the restated total of $142,572,000 in 1970. 

Daniel G. Schuman, chairman of the Board, and Jack D. Harby, 
president, said the increase jin 1971 earnings was due principally 
to the company's new SOFLENS Contact Lens. The two ~xecutives 
reported that sales of ophthalmic and consumer products increased 
in 1971, but sales of scientific instrument products, though strong 
overseas, fell below the depressed levels of 1970 in domestic 


markets. 
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FINANCIAL SUMGIARY: 


For the Year Ended: 


Dec. 26, 1971 Dec: 27, 1970* 
Sales $157 ,030,000 $142 ,572, 000 yl 
Earnings 7,748,000 4,853,000 
Earnings Per are 2.70 1.02 
Average shares outstanding assuming 
full conversion of debentures 2,309,000 2,772,000 


*Restated to reflect acquisition of Bushnell Optical Co. on 


pooling-of-interests basis. 
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When a nation, a business. any oth 
works toward a conumon goal, ey ‘heh javior | 
sary to protect the rights of the individual and | 
group unity. In the common int 

Bausch & Lomb, certain standard 

established to guice you in your da 
mitting any of th win f 

nary action ¥ ich, in turn, migh erminatior iberate idling, loitering or inattentio 
of your em pfoyn 12 


a) 


Spending unauth 


personal bu 


Frequent or 
notice. 


Pu § 
Boone 


Frequent or excessive tardiness. 


a 


owing liquor or drugs 
L. Falsificatiod of any information required at th in h work. 
of application for employment or at any 
quent to employment. 


Any posse 
premises | 


Possession, solicitation or use of drugs or 
premises. 


inc! 
aie 


advecating, or inciting 
ye 
ch 


word of mouth or actions. 


} Fighting, threatening, or_attemp ing bodily 
pany premises. another while on ‘Cone jany property. 


47. Disorderly, immoral or indecent conduct or ‘‘horse- 


play.”’ 


18. Gambling, lottery, or any other game of chance on 


Company property at any time. 
Unauthorized possession of any it 


em which could 
jeopardize Company security, (exam; 


sles: cameras, 


7 or other recorders, elecuunic serveiiiaiice de- 


s, etc.) interfere with normal preduction activit- 
ies, (examples: radios, TV sets, binoculars, tele- 
scopes, alcchol, narcotics, objectionable printed 
material, etc.) or cause bodily harm (examples: fire- 
arms, knives, etc.). 

Willful intent or negligence that results in inferior 
work, excessive waste or scrap or causes damage to 
equipment. 


Violation of parking fot regulati including unau- 
thorized use of parking faciliti 


4illful destruction of Company property. 


Unauthorized use of Company property. 
Stealing or unauthorized reiiov 
ises of Company property, or record 


or of property vhich belongs to anotner 


Tnearing } 
pingerin in 


re i. 


Unauthorized entering | 
s other tl 1 which ar 


facilities at 


sary for scheduled hours of work. 


Leaving Company premises without permission during 
scheduled hours of work. 


Allowing any other person to use one’s identification 
pass (where applicable). 


Refusal to preduce one’s identification pass when 
required (where applicable). 


Assisting unauthorized persons to enter any Company 
facility. 


Unauthorized distribution of written or printed material 
of any description on Company premises, except in 
those cases where the right to maxe such distribu- 
tion of some material is protected by law. 


Unauthorized posting cr removal of notices, signs, 
or writing in any form on bulletin boards or on Com- 
pany property at any time. 


Sabotage. 


Divulging U. S. Government classified matter to un- 
authorized persons. 


Divulging confidential data or information relating to 
Company business and operations to unauthorized 
persons. 
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IN THE 
COMMON 
INTEREST... 


When a nation, a business concern, or any other 
8FOup Works toward a common goal, a code of be- 
havior is necessary to protect the rights of the indi- 
vidual and preserve group unity. In the common in- 
terest of the people of Bausch & Lomb, certain 
standards of behavior have been established to 
guide you in your daily relationships. Committing 
any of the following acts may result in disciplinary 
action which, in turn, might result in the termination 
of your employment with the Company. 


1. Falsification of any information required at the 
time of application for eniployment or at any 
time subsequent to employment, 


he 


Falsification and/or withholding of any records 

used in the computation of pay for anv employee 

or used for determining production and/or in- 

ventory levels; includes all time registration 

cards and all production records, 

3. Breach of safety rules, including smoking regu- 
lations, and/or health regulations, 

4. Failure to report any injury occurring while on 

f Y INJUTYS S 

Company premises. 

5. Refusal to carry out any reasonable request by a 
representative of MuInagement, 

6. Uncivil or insulting language in wilful contempt 

2 J a t 

of authority. 

7. Spending unauthorized time away from depart. 
Ment On personal business, 

8. Frequent or excessive absences or absences with= 

4 
out notice. 
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9, Frequent or excessive tardiness. 


10. Deliberate idling, loitering or inattention to 
duty. 


11. Allowing liquor or drugs, in any way, to inter- 
fere with work. 


12. Any possession of alcoholic beverages on Com- 
pany premises is prohibited. 

13. Possession, solicitation or use of drugs on Com- 
pany premises without the specific permission of 
the Director of Health Services. 

14. Using abusive or objectionable language or ges- 
tures toward a feliow worker. 

15, Encouraging, advocating, or inciting disharmony 
either by word of mouth or actions. 


16. Fighting, (hreatening, or attempting bodily in- 
jury to another person while on Company 
property. 


17. Disorderly, immoral or indecent conduct or 
‘“thorscplay.” 


13. Gambling, lottery, or any other game of chance 
on Company property at any time. 


19. Unauthorized possession of any item which 
could jeopardize Company security, (examples: 
cameras, tape or other recorders, electronic sur- 
veillance devices, etc.) interfere with normal pro- 
duction activities, (examples: radios, TY. sets: 
binoculars, telescopes, alcohol, n: cotics, objec- 
tionable printed muterial, etc.) or cause bodily 
harm (examples: firearms, knives, ctc.). 

20. Willful intent or negligence that results in in- 
ferior work, excessive Waste OF Scrap OF causes 
damage to equipment. 

21. Violation of parking lot regulations including 
unauthorized use of parki~~ lot facilifies. 


22, Willful destruction of Company property. 
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30. 


SI. 


34. 


35. 


. Unauthorized use of Company property. 


4. Stealing or unauthorized removal from Com- 


pany premises of Company property, or records 
of any nature, or of property which belongs to 
another employee. 


_ Refusal to permit a guard to inspect any pack- 


age, brief case or purse, when the employce is 
leaving the plant, in a case where the guard has 
reason to believe or suspect that Company or 
government property may be contained therein. 


_ Unauthorized entering into or lingering in Com- 


pany facilities at times other than those which 
are necessary for scheduled hours of work. 


_ Leaving Company premises without permission 


during scheduled hours of work. 


Allowing any other person to use one’s identifi- 
cation pass. 


Refusal to produce onc’s identification pass 
when required. 


Assisting unauthorized persons to enter any 
Company facility. 

Unauthorized distribution of w ritten or printed 
material of any description on Company prem- 
ises, except in those cases where the right to 
make such distribution of some material is pro- 
tected by law. 

Unauthorized posting or removal of notices, 
signs, or writing in any form on bulletin boards 
or on Company property at any time. 


. Sabotage. 


Divulying U.S. Government classified matter to 
unauthorized persons. 
Divulging confidential data or information fe- 
lating to Company business and operations to 
unauthorized persons. 
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B&L has been affected by a number of difficulties over the past two weeks. 
These problems, in cumulative fashion, have placed én inordinate amount of 
pressure on the stock and, taken together, have jeapordized the basic concept 
of B&L: namely, that of a company exploiting a truly unique and valuable a 
product with inherent consumer appeal. As a result, the.stock has slid from the 
180-190 level into the 150 area -- all within the space of less than two weeks. 


We will briefly discuss these problems, weigh their impact on the central 
B&L concept, and place our present attitude on the stock -- which continues 
constructive -- in some perspective. It should be recégnized, as a preamble, 
that Bausch & Lomb, the company and the stock, contains all of the essentials 
required to cause violent swings in attitudes. The company is difficult to 
communicate with. The product is a totally new concept in eye care -- based 
on new chemistry, surrounded by a network of patents of as yet undefined worth, 
The product has been judged to be a drug by federal regulatory agents -- with 
all of the assets and Habilities of this judgment. For that matter, the entire 
optometric mdustry is one that not onjJy has not heen qenerally follawed hy the 
Street but is beset with countless jealousics and complexities which make it 
difficult to assess by outsiders. And finally, B&L itself, an old company with 
firmly established traditions, is changing end adapting to its new opportunities 
as rapidly as it can; this in itself is creating dislocations and difficulties. 


First and perhaps most important, ona number of occasions, a variety of 
sources have implied that the B&L lens (and, to an even greater degree, competi- 
tive lenses now in testing) can become easily contaminated. Although we do not 
know the nature of this contamination -- for example, whether it is clinically 
significant or not and what bacteria caused the contamination -- we nevertheless 
concede that, regard}ess of source, it has been of considerable importance to 
any evaluation of the success ol the lens. The plain facts of the matter, to 
the best of our knowledge, are these: (1) There is indeed some clinical evidence 
of minor cye infecticu in patients wearing the Soflens. However, this infection 
has, in no case, becn more serious than coujunctivitis -- a relatively common 
eye infecticn caused by a rarely difficult bacteria. More importantly, the 
incidence of,this conjunctivitis infection cmong Soflens wearers {is probably less 
than that cmong hard Iens wearers and not inaterfally higher than in the pop- 
ulation as a whole. (2) The FDA is clearly watching this evidence with great 
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e- care and diligence. The attitude of the FDA, as best as it can be determined by 

outside observers, is that the more senior scicntists in the agency remain firmly 
of the opinion that the application to market the lens was properly approved - 
and would be approved again if refiled. (3) There is no evidence, as has been 
suggested by a number of sources, that the Soflens has any capability of harbor- ~ 
ing virulent orgenisms, even when improperly sterilized. In point of fact, no 
cases of any infection more serious than conjunctivitis have been reported with 
the lens. + | 


Second, the question of the uniqueness of the B&L lens has been con-. 
tinually raised. Most recently, E.I. duPont hes announced that it is working 
on a lens cf an unidentified chemical nature. We believe, unsubstantiated by 
duPont, that its lens is based on silicone. These lenses have a number of inherent 
advantages over the Soflens and other acrylic-based polymer lenses, but suffer 
from a far higher density and lower flexibility. Griffen Laboratories, a division 
of Frigitronics, has filed an NDA on a therapeutic version of its lens, the 
Bionite lens, with the FDA. We have no way of determining the success of this 
application. However, in all cases of competitive lens developr=nts, we can 
only point toe the obvicus ccconomic sttraction of making a product ior $5 and 
selling it for $65. This has considerable and understandable economic appeal 
and, ina sense, could be viewed as a substantiation of the attractiveness of 
B&L's position, rather than a detriment to it. 


Thirdly, the acceptance of the lens by professionals and consumers has 
been questioned by a variety of observers. Here again, to the best of our knowl- 

edge, the acceptance of the lens has fully met B&L's expectations and the 

expectations of most knowledgeable people located within the optometric industry. 

It is paradoxical that the major body of disappointment Hes precisely in that 

group least informed about the actual sales trends of the prcduct. Most prac- 

titioners have been fitting the lens for only a relatively short time. As with 

practically all new medical developments, acceptance is tentative at first, 
concentrated on a small number of patients each of whom is intensely examined, 
then scaling up to a brcuder number of patients and eventually fanning out to 

the final acceptcace level. The Soflens is now essentially in the first of these 

Stages: only a few practitioners have yet developed sufficient experience and 

comfort with the preduct to significantly step up prescribing activity. However, 

there are meaningful indications that the lens may be entering the second stage 

in a far larger number of fitters. Tius, although we feel reasonably confident 

that consumer acceptance of the product {s increasing, it is also probably true 

that the considerable and unrelenting level of negative rumors relating to the 

lens has restrained, to a probably minor degree, purchases of the kits by 

fitters. Ona rough basis, we believe that the following table shows the 
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approximate trends of consumer and fitter demand for the lens over the past six 
months and into 1972 (this data will be contained, perhaps in slightly altered 
form, ina forthcoming review of B&L): , 


Pairs Pairs 
Kits Lenses Lenses 
Shipped Shipped(a) Sold (b) 
1971 . 4 
Third Quarter 1,100 39,600 2,300 
Fourth Quarter i o00 * $4,000 7,000 
Year 2,600 93,600 10,000 
1972 : 
First Quarter 800 28,800 20,000 
Second Quarter 1,500 54,000 40,000 
Third Quarter 1,900 68,400 60,000 
Fourth Quarter rane 79.200 80,000 
Year 6,400 230,400 200,000 


(a) Derived by multipiying kits by 36 
(b) Sold to consumers 


Finally, and most recently, B&L detected a problem with the method used 
in sealing the shipping vials used for the Soflens. The vial, which contains one 
lens in a solution of sterile saline, is sealed by a rubber stopper, mounted on 
a Teflon washer, capped by an aluminum ring. The ring is proken, the stopper 


py bale 


withdrawn and the washer, which is used only to prevent the stopper from 
sticking to the surface of the vial, is discarded. In practice, however, the 
washer apparently prevented a good seal and allowed the saline solution to 

leak. There istho evidence of any difficulty caused by this, but B&L decided 

‘to change the method of shipment and essentially ceased shipment of all 
Soflenses until a change had been made. These adjustments have been instituted 
and shipments will start again today. All vials now in the hands of fitters must 
be autoclaved, and resealed without the washer. This entire exercise is un- 
fortunate in its timing, coinciding as it does with a varicty of other disturbances, 
but we do not view it as being of any real significance with regard to cither 

the safety of the lenses or their acceptance. 


On balance, we continue to believe that Bausch & Lomb is exploiting 
- a product of unusual medical and commercial significance. The price of the 
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stock is obviously difficult to forecast with any conviction, since it is affected 

not only by the same forces which impact most other stocks, but also a com- 
bination of other factors, far less susceptible to analysis. These include }. 
rumors, short selling, and intense traders' interest. { Nevertheless, we are ° 
maintaining our estimate ¢ i 2: the momentum which will be | 
generated during 1972 will carry eamings higher in 1973, probably above ae: 
$8.00 and perhaps to $10.00. In our opinion, the stock will continue to 
‘intermittently, but increasingly frequently, reflect the company's unique 

product position and strong earnings picture. We believe itis a buy at present: 
levels. 


FAULKNER, DAWKINS & SULLIVAN 
One New York Plaza 
New York, New York 10004 


David H. MacCallum 
212/623-8892 
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Bausch & Lomb (167): 


The Wall Street Journal this morning reported what is thought 
to be the first charge of bacterial contamination against BOL's 
Soflens. A Canadian microbiologist said he had found live 
bacteria on a lens after the recommended sterilization process. 
Another report was cited which questioned the coating process 
on the lens and its impact upon usability. BOL denied the ex- 
istence of these problems based on all the documentati 
available to the company. ; 


we have been consistently surprised that no reported allegations 
had been made by professionals or patients against the Soflens, 
despite years of field and FDA testing and more than half a 

year of nationwide sales. A recent check with the FDA also 
indicated a marked absence of complaints against the product. 
However, we would expect that today's report will be the first 
of the charges that will be publicly aired against Soflens and 
that these charges, particularly if given the extensive cover- 
age which today's report received, are bound to have a negative 
short: term impact on retail sales. While we are now hearing 

of instances where Soflens users are referring non-users for 
fittings, it appears to us that there has not yet been any ground 
swell of demand for this product at the consumer level. There- 
fore, while we continue to look favorably upon the prospects 

for Soflens, investors in BOL should be aware of the possibility 
that if more of these allegations are made they could result 

in a slower growth rate for the product over the near term than 
several very optimistic observers had predicted. 


Our BOL estimate of $5.00 per share for the current calendar 
year was always predicated upon the expectation of moderate 
growth in Soflens' acceptance over the course ef the year. If 
consumer interest in Soflens mounts, this estimate could turn 
out to be conservative. This is particularly true since we 
estimate that at year-end approximately 2500 doctors were pur- 
chasing Soflens as opposed to an estimated 33,000 practitioners 
who could purchase the product. 


1971 earnings are expected to be released by the end of January 
and we anticipate earnings from continuing operations in the 
fourth quarter to approximate $1.00 per share. We further be- 
lieve that the company's proposed equity financing will be an- 
nounced contemporaneously or shortly after the earnings report 
is released. 
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Loeb, Rhoades & Co. 
oe Forty Two Wall Street, New York, N.¥.10005 
Telephone 212 530-4000 
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LOSS _CADES Summaries 


(These comments summarize the analyst's reaction and opinion following recent contact with management. 
They are being circulated for your general information, but note that they have not been reviewed by the 
Investment Policy Committee and will not necessarily be followed up.) 


Industry: Optical & Photographic January 18, 1972 


BAUSCH & LOMB (167) (191-46) (2.7 mill. shs.) 


Bausch & Lomb presents an attractive speculation that the soft contact lenses 
will sell well enough to justify appreciation of the stock from the current 
price over the longer term, We believe that sales of kits and contact lenses 
amounted to about $3 million in the third quarter of 1971 and roughly $6 mil- 
lion in the fourth quarter, largely reflecting initial shipments into doctors' 
inventory stemming from the product introduction. The company as consistent 
with its past practice is not providing information to make an informed esti- 
mate om shipments but we believe sales by some doctors are strong. Moreover, 
Bausch has not yet exploited worldwide markets so there is room for substan- 
_ tial market expansion, Time is required for reorders to build up but we sense 
@ that the process of doctor and consumer education is apparently proceeding 
erratically and that the company's backlog is not building rapidly. Thus 
shipments early in 1972 may trail the rate of late 1971. However, 1972 still 
should be a good year with good product reception leading to gains subsequent 
years. 


We are raising our 1971 estimate from $2.10 to $2,50 per share because of an 
acquisition that will add 18¢ per share, gains from currency changes and a 
sharply lower tax rate due to certain adjustments, Excluding the tax and 
currency factors and adjusting for the greater profitability on the first 
80,000-90,000 pairs of lenses shipped in 1971, due to the absence of royal- i 
ties to National Patent, Bausch & Lomb had a basic recurring earning power i 
of $2.30 in 1971. (This should perhaps be increased due to substantial in- : 
troduction expenses.) From that level each 100,000 pairs of lenses will add ' 
an estimated 80c per share. Shipments of 400,000 pairs in 1972 could thus 
bring earnings to $4,50 per share up from our earlier estimated range of $3,50- 
$4.00, Management, however, provided no basis whatsoever for making this or 
any other specific volume prediction and shipments into inventory are an im- 
portant uncertainty in future comparisons. It is possible that volume gains 
could be held back by confusion over safety of the product (such as the article 
in the January 14th Wall Street Journal) but we believe that the product is 
safe and there is no proof of a safety problem for the Bausch & Lomb lenses. 

It is obvious that as many use the lens, incidents will occur as with other 
drugs, but the product as such still is believed safe, 
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Bausch & Lomb -2- 


The shares have moved in stages, First, approval by the FDA; second, rea- bs 
lization that potential was large; and third, the current stage where the 
Street has developed some high projections, We believe that the volume 
over the near future may force downward revision of some of the more opti- i 
mistic estimates. However, the long term potential remains great and should ~ 
be realized. Thus the stock could remain in a trading range for a while 
but we believe the shares remain attractive, \ 


John A, Levin 
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Bausch & Lomb (183): 


BOL reported estimated earnings of $2.53 per share for 
calendar 1971, up from a restated $1.70 in 1970. Fourth 
quarter E.P.S. were $1.20, of which $.18 came from the ac- 
quisition of Bushnell Optics on a pooling of interest 
basis. Of the $1.02 earned from operations, we anticipate 
approximately $.65 was derived from Soflens, up from an 
estimated $.28 in the third quarter. 


Contrary to an over-enthusiastic Wall Street Journal article, 
these earnings were in line with expectations. The tone of 
the Journal article was no doubt influenced by the paper's 
overly severe reporting of alleged problems with the Soflens 
on the previous Friday. 


Of significance equal to the earnings was a management com- 
ment to the effect that first quarter earnings would be 
"pretty good" when compared with the 1971 fourth quarter. 
This statement implies to us that E.P.S. in the first quarter 
of 1972 should be at least around the area of $1.00. Since 
we anticipate that the first quarter should be the slowest 

of the year in terms of Soflens growth, management's state- 
ment bodes quite well for the year. 


To repeat what we stated previously, we do not see a ground 
swell of demand for Soflens’ at either the retail or practition- 
er levels. There does, however, appear to he steady develop- 
ment of new professional and customer orders, which is what 
should be expected of a new medical development like Soflens. 
We believe that the product will prove increasingly success ~- 
ful with the passage of time and that the company's earnings 
and stock price will increase commensurately. However, clients 
should be advised that as sales increase and the stock advances, 
it is more than likely that additional negative comments will 
be aired; and with approximately 90% of the potential U.S. 
practitioners not yet handling the product, random surveys of 
the profession are more than likely to be unencouraging. 


Roy L. Furman 
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PRICE: $177 


Sales ($ million) BoP sos E.P.S- “ 
1970 1971 1972 1970 1971 1972E 12 mos.!2/71 
$134 $156 $187-200 $1.53 52504 $4.50-6.00 $2.53 


We continue to believe that Soflens sales and earnings are progressing 
quite well. Consistent with our earlier forecast, we estimate that.sales approxi- | 
mated $6.0-6.5 million in the fourth quarter and earnings attributable to Soflens | 
were in the area of $0.70 per share. We believe inventory and related equipment 
sales were about $3.5-4.0 million (1,200-1,400 kits), while consumer sales ap- 
proximated $2.3-2.7 million (27 ,000-31,000 pairs of lens and aseptors). This 
compares with our estimate of $3.0 miliion in Soflens sales in the third quarter, 


of which we believe somewhat over $2.0 million was inventory related. 


We are maintaining our earlier projection of $30-45 million in total Soflens 
i and related sales for 1972. At present, we believe sales might be in the middle 
i of the indicated range, with $36-38 million representing the most probable esti- 
mate. The achievement of our forecast implies a very considerable buildup in 
consecutive quarterly sales throughout 1972, primarily relating to rapidly expanc- 
ing consumer sales domestically and the development of significant international 
‘sales (primarily inventory), particularly in the second half, Presented below are 
our assumptions as to the quarterly progression of Soflens sales and earnings. 


1972 Quarterly Soflens Median Sales & Earnings Estimates 


iy ($ million) 
Domestic International 

Inventory Consumer Inventory Consumer Total EaPeus” 

lst Qtr. $2.2 $4.0 . - $6.2 $0.55-0.60 
2nd Qtr. 202 50 $0.9 $0.1 8.2 0.75-0.80 
3rd Qtr. 202 6.0 1.5 0.5 10.2 0.95-1.00 
4th Qtr. 202 ae 2.0 1.0 12.2 L.10-1,.20 
Total $8.8 SeeeO |. $4.4 Sl. $36.8  $3.35-3.60 


* Prior to possible equity financing which net after interest savings should result 
in minimal dilution. ] 
Our estimates of domestic inventory sales are at best very uncertain. 


However, we point out the following: 
(1) The company entered 1972 with a fairly small backlog of undelivered 


kits (possibly 200 kits or approximately $600,000 in sales value). 
(2) The seminar impact is now over and-the number of practitioners con- 


tacked PRE UEHHOR dime will be substantially lower. 
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. (3) The "easy" sales to practitioners who were anxious to get into the 
ae market are essentially accomplished, leaving a residual of what should be some- 
what more veluctant potential custome TS. i 


amount of negative publicity relatin 
ery recently to Soflens, wh.ch we tales ve ~ 


2e weeds re many practitioners in spite of the ex- 
mount of data which supports the efficacy and safety 
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(S) A limited number of practitioners have experienced difficulty in 
achieving success with the product énd consequen tly have done only a small 
amount of consumer volume to date. While this seems to be a practitioner-related 
problem, rather than a product problem, it could, through word of mouth, intensify 
practitioner resistance to adopt Soflens in some cases. 


In light of the above, we estimate that dome:*.. inventory kit shipments 
will fall considerably in the first paige as compare~ .o the fourth quarter of 
i971, and will remain essentially leve been ees 1972. In total, we expect kit 
sales to appreximate 3,000 units cr just uncer $9 million in domestic sales this 
year. It is possible, as mentioned in our earlier reports (September, October and 
December, 1971) that on balance some inventory depth beyond the basic kit may 
e 


be accumulated this year, particularly when hyperopic power becomes available, 

This oui add niente y as much as $2 million te domestic sales. However, at 
this moment we are not inclined to ee cn its development. We reemphasize that 
ay these estimates represent only our best guess at what is clearly a very difficult 


forecasting problem and results may vary considerably from our estimates. 


Sionaeier sales at this early point in time seem to be igre strong, 


but in our opinion not strong enough to support a revision or our rlier sales 
forecast for this year, nor strong enough to warrent a shichleshnibil a our inventory 
kit salos forecast due to competitive considerations by “on the fence” practi- 


| tioners. Our me veyvs do not yet indicate signs of a very poweriu 
| consumer demand at certain "older" Soflens practices, either ae igh referral or 

| promotioneé lis ppow dapeco sources. We are somevnat disappointed by this, but 
believe it is ‘probably still too early in the product's life cycle for this to have 
developed in 4 significant way. There is still much controversy in the profes- 
sional community as to tne i efficacy of soft lenses in general, which 
we believe may be epressing effect on consumer referral demand. Ite, 
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is also possible that the current high retail price may be inhibiting wht other- 
wise would have been a much more racid buildup in consumer demand. To this 
extent, we nave fyi lower retail prices in several areas, of late. Additionally 
there may be some seasonality of demand for hard caganahiat lenses (summer pesék, 
winter trough) which would have had the effect of reducing the net available Do- 
tential adket § for Soflens in recent montns. Overail, we eur elteve that these 
deoressing effects will diminish over time. 

«> Our surveys also suggest that 4 tlie concentration of consumer sales are 
being made by relatively few practitioners. We believe this to reflect not only 
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differences in the relative size of practices, but also te recent major differences 
in the relative success various practitioners are having with the product. As 
mentioned above, this seems to be a function of fitting techniques rather than 
product performances It is reasonable to expect a gradual buildup of volume per 
practice as practitioners dispensing the product move 3long the learning curve 
of fitting technique. In sum, we held to our eariier view that domestic consumer 
sales may approximate 250,000 pairs of lenses in 1972, or about $22 million in 
sales to BOL. Our estimates imply a buildup of volume from an annual rate of 
about 180-200,000 pairs in the first quarter to 320-330,000 pairs by the fourth 
quarter of this year. 


The achicvement of this sales forecast will require that Soflens stimulate 
demand for contact lenses generally, so as to create substantially higher average 
volume per practice than is now the case in hard contact lenses. As emphasized 
in earlier reports, we believe the usage characteristics of Soflens suggest that 
such stimulation of contact lens demand is likely to develop over time. However, 
it is not yet cleer to us that this, in fact, has begun to occur in the considerable 
amount required to meet our forecasts. Our field surveys of practices naw dis- 
pensing Soflens suggest that, to date, the product's safety and comfort have been 
quite good. However, as expected, acuity problems exist related both to astig- 
matic limitations, as well as other problems of a nature that we cannot identify 
precisely. Consequently, it appears that successful practices find that approxi- 
mately two-thirds of their patients are successful with Soflens from an acuity 
standpoint before screening for astigmatism, but after adjustment for Rx availabil- 
itv. However, our sales forecast implies unit consumer volume approximating 
40% of current hard lens new fits, but through only, on average, approximately 
20% of estimated hard lens practices, with constraints on applicability within 
these practices. Eve” *<fter adjusting for an anticipatea higher average practice 
size, which we think continue to characterize Soflernis kit placement in 1972, 
itis clear that demane imuiation will have to be considerable for our forecasts 
to be met. We continue to be confident that this will develop fairly soon, but 
note that it requires monitoring. 

There is < possibility that the breadth of the product's applicability will 
be increased, particularly as it relates to current acuity limitations (we refer here 
to other than hyperopic powers being made available). At this time, we do not 
know of any such improvements to be introduced over the near term and point out 
that if the modifications made on the product are substantial, they may require 
FDA approval. 


Estimated Fourth Quarter Result 


wn 


BOL's ophthalmic products sales continued strong in the fourth quarter. 
We estimate, however, that margins declined somewhat domestically due to 
start-up costs and a buildup in overhead related to the company's recently opened 
Maryland manufacturing facility. The instrument divisions, domestically, con- 
tinued to shov' very weak sales, as the microscopic division, in particular, con- 
tinued to be,sharply lower than 1970. In net, after year end adjustments (which on 
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balance were positive), fourth quarter sales and earnings for the ophthalmic and a 
instrument divisions combined, are estimated to have been about flat as com- 
pared to the prior year, at approximately $0.35 per share on sales of $35 million. 
The Bushnell acquisition, accounted for ona pooling-of-interest basis, added 

its full-year results ended October, 1971, to BOL's fourth quarter, resulting in an 
increase in sales of approximately $9 million and earnings of $0.18 per share. 
Thus, consolidated fourth quarter sales and earnings, prior to the removal of the 
first nine months of Bushnell, were $50.5 million and $1.20 per share respectively. 
Full year earnings therefore were $2.53 per share. We estimate that Bushnell 
probably earned approximately $0.13 per share for the f.-st nine months and that 
NPD (National Patent Development) royalties of approximately $0.15-0.20 per 
share would have been payable were it not for cumulative historical losses yet un- 
recovered through the fourth quarter. (In this connection, it is still unclear as to 
the precise amount that NPD would have been due or when such payments may be- 
gin.) 


1972 Estimate 


We continue to believe that ophthalmic sales and earnings will advance by 
approximately 8-10% in 1972 and that some recovery of domestic instrument earn- 
ings may develop later on this year. We anticipate that non-Soflens earnings 
might approximate $1.75 per share in 1972 on sales of $155 million, versus an esti- 
mated ‘1,60 per shere on sales of $142 million in 1971, including Bushnell. Total 
corporate earnings for this year are estimated to range from $4.50-6.00 per share, 
with the single best estimate being $5.25 per share. 


Our estimates imply first quarter earnings of $0.85-0.90 per share versus 
an estimated restated $0.30 per share in 1971 (assumes NPD royalties from Janu- 
ary 1, 1972). We expect this to build up to a median estimate of $1.60 per share 
by the fourth quarter, or at an annual rate of close to $6.50 per share. We con- 
tinue to believe it possible for earnings to approach $8.00 per share in 1973, 
given no change in competitive conditions as it relates to Soflens. 


Recommendation 


We therefore continue to recommend purchase of BOL to investors willing 
to assume the industrial risks connected with Soflens. In terms of timing, we be- 
lieve that the next two quarters will provide much more meaningful data as it re- 
lates to the product's longer term success, as well as the validity of our projec- 
tions for 1972. 


We expect that BOL may do an equity financing, in the amount of approxi- 
mately $25 to $30 million, sometime during the first quarter. 


January 24, 1972 = Lewis A. Sanders 
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BAUSCH & LOMB, INC. BOL $174 Leonard M. Wilson 


The Wall Street Journal has again carried an article on Bausch 
& Lomb raising questions about the soft contact lens. There is 
little in the article that is new or revelatory. 


1) DuPont has indeed been working on a new material for con- 
tact lenses, but commercial exploitation cannot take place for 
several years owing to the need for continued development work 
and possible FDA approval. We do not expect Bausch & Lomb to 
stand still during those intervening years. 

2) The FDA has apparently become more cautious in its attitude 
toward soft contact lenses generally. This could have positive 
implications for Bausch & Lomb. It means in all probability that 
Griffin Labs (Frigitronics) could be delayed in securing approval 
for a period. Bausch & Lomb conceivably might be required to 
\ furnish additional clinical data on its soft contact lens, but 

. gathering such data should not present sericus difficulties. 


3) Speculation that the FDA may impose controls on the sale 
of the Bausch & Lomb lens is unfounded. There have been virtually 
no reports of infection or problems of safety with the Bausch & 
Lomb soft contact lens. Thus, it would appear that the FDA has 
no basis for such action. Moreover, to comply with FDA regulations, 
Bausch & Lomb is required to maintain a complaint file. This file 
is periodically inspected by the FDA. If any complaints involve 
safety--a categorization which includes infection due to wearing 
the "Soflens"--the company must complete an adverse experience 
report for the FDA. It is our understanding that no adverse ex- 
perience reports have been necessary thus far. 


4) As for quality control, production yields for the "“Soflens" i 
have probably been less than 50%. Imperfect lenses also may have 
found their way into professional hands, but the cost of replacing 
a defective lens is inconsequential. The soft contact lens re- 
presents a breakthrough in the state of art, and therefore it-is 
not surprising that occasional problems of quality control have 
been encountered. We do not regard them as particularly negative 
in terms of prospects for the "Soflens.” 
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Point of View 


We would reaffirm our general confidence in the long-term 
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BAUSCH & LOMB - (continued) 


prospects of the soft contact lens and Bausch & Lomb's participation 
in the market. We are holding to our estimates of $5.75-6.50 per 
share for 1972. The stock may remain under pressure for a period 

as a consequence of the article, but price action should be improved 
as the attractive fundamentals reassert themselves. Bausch & Lomb 
is currently rated HOLD-BUY. 
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vulnerable to shifts in psychology 
anticipates a considerable deyree 
contact lens. Reports whicn 

of the "Soflens" produce 

k. Since the company is still 
eceptance of the "Soflens," demand 
s has not developed to the point 


publicity can be refuted by the evidence 


gative shift in investor psychology 
with the most recent Wall Street 


have been impaired by questions 


earnings, Du Pont's participation 
estrictions. a 


blems with the 


errs 


ental pr "Soflens," 
to have any empirical basis 
lens," since there have been no 

ue to the "Soflens." While not 

ctory acuity with the "Soflens," 
results. Du Pont's entry into 

t occurs at all. 


r to be advancing sharply from 
gest sales momentum is at least 


1) The warm months of the year witness 


contact lenses. 2) It requires 
to gain familiarity with the 

flens." Not many fitting sets 

and as a consequence 

ore practitioners are generally 

e interim, swings in psychology 
the stock. 


ated earnings range of $5.75-6.50 


although we concede that demand for the "Soflens" 


r projections allow for. The stock 
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enough to dispel the present negative psychology. Nonetheless, 

over a period of time, as the "Soflens" gains acceptance, investors 
are likely to have a more confident view of Bausch & Lomb's prospects. 
The stock is currently rated HOLD-BUY. 


PLAINTIF 

Marked for ID AN Selle 

Rec'd in Evidence 

rece 
— 


ed 


FS EXH. No] 4 


i So : i ss 


gas VI af SO 


ae oy ( 
bi 
bob re eg een, 


@ 


cis oo ae \ 
SEIDEN & DE CUEVAS IscorporateD ce A eee 
P Page_F 0055 


-2- March: 3, 1972 


. é@ 


Bausch & Lomb (155): 


Since Bausch & Lomb is so seldom in the public eye, we 
thought this might be an opportune time to bring clients 
up-to-date on the company before it is totally forgotten. 


In all seriousness, we believe that the rash of news items, 
columns and interpretations concerning the stock in the 
past weeks have been overdone and that the stock is over- 
sold. 


Much of what has appeared in the recent press was already 
public knowledge. Little of it appears to be of current 
value and we believe that whatever negatives exist are 
adequately reflected in the current price. 


Below is a paragraph which appeared in our Research Notes 
in December regarding the entry of DuPont into the soft 
lens field: 


"BOL's lead time over its competition in soft 
lenses is becoming more significant as the pro- 
duct reaches additional markets. Frigitronics 

' still has not refiled its therapeutic applica- 
tion with the FDA and while we understand that a 
major chemical company has begun testing a new 
contact lens which alledgedly combines the visual 
acuity of hard lenses with the porousness and 
comvenience of soft lenses, at this stage of de- 
velopment it will take, at best, several years 
for this product to be approved for sale." 


Although the disclosure of DuPont's entry into the field 
by The Wall Street Journal two months later created much 
concern, we maintain our initial posture as above. 


On January 14, we wrote: 


"we have been consistently surprised that no re- 
ported allegations had been made by professionals 
or patients against the Soflens, despite years of 
field and FDA testing and more than half a year of 


il 
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nationwide sales. A recent check with the FDA 
also indicated a marked absence of complaints 
against Soflens and that these charges, parti- 
cularly if given the extensive coverage which 
today's report received, are bound to have a 
negative short term impact on retail sales.... 

- Therefore, while we continue to look favorably 
upon the prospects for Soflens, investors in BOL 
should be aware of the possibility that if more 
of these allegations are made, they could result 
in a slower growth rate for the product over the 

‘ near term than several very optimistic observers 

had predicted.” ee 


We continue to feel that there may be a near term impact 
from the continuing bear stories but, placing the product 
in perspective, if Soflens has true utility and validity, 
it will overcome its initial "bad press". In this regard, 
there are two noteworthy factors: 


cd le Despite increasing retail sales and nine months of 
national distribution, almost no consumer complaints 
have been aired and even public expressions of con- 
cern by professionals have been very few in number. 


as After concentrating on filling orders and assisting 
on practitioner installations for the past few months, 
BOL has begun to intensify its sales efforts and is 
now presenting its case to the profession. The company 
has quietly begun a nationwide series of symposiums and 
conferences to update practitioners on the status of the 
lens, and to provide advice on handling and usage. 


Turning to the last major negative, and the one which we 
believe to be of prime significance, several articles have, 
by innuendo or otherwise, intimated that the FDA could be 
reconsidering its approval of the Soflens. Our continued i 
conversations with personnel at the FDA have never left us 
with any impression that the Agency is concerned over its 
approval. On the contrary, we continue to feel that the FDA 
is well satisfied with Soflens results so far. In addition, 
@ it should be noted that BOL has not received a single inquiry 
from the FDA regarding Soflens since approval was received. 


© 


nie - Ae hr fey ID | # eens - 

“4 * g heen tery 

SEIDEN & DE CUEVAS Incorporate Re “icence ~ 
a 

Page 


a -4- March 3, 1972 


BOL's current intensification of its sales effort ap- 
pears to be a positive step which should result in in- 
creasing orders. Moreover, the company is about to 
introduce a half size kit which will enable many practi- 
tioners who refrained from initial lens purchases be- 
cause of price considerations to purchase Soflens. An- 
other positive aspect, which has been given little 
notice, will be the introduction this month of an aphakic 
Soflens for use by cataract patients, which should pro- 
vide a considerable new market for the product. BOL al- 
ready has substantial orders for this lens, which is the 
first of a series of Soflens extensions being introduced 
by BOL. Foreign operations are also coming on stream 
monthly and it is anticipated that by mid year the pro- 
duct will have been introduced in Canada, Brazil, 
Argentina, Puerto Rico, Japan and Europe. 


we estimate first quarter results approaching $1.00 per 

share, with earnings rising consecutively in the second, 

a third and fourth quarters as more doctors join the pro- 

: gram, domestic and international sales increase and the 
seasonal factors which benefit contact lens sales in the 
spring and summer become apparent. Far from believing 

‘ that the current multiple adequately reflects the potential 
for Soflens, we believe that the stock may be near a 
bottom. While there may be short term clouds over BOL, we 
do not think that a successful professional company with 
a proprietary consumer product with substantial margins 
and an earnings potential of $5-$6 in the current year | 
and $7-$8 in the following year, will remain around the 
150 level too long. 


Roy L. Furman 
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Current Price (NYSE) 155 3 
Price Range - 1971-1972 195-46 id 
Earnings Per Share - 1971 $2. 53 
Estimated Earnings Per Share - 1972 $6.00 
Price/1971 Earnings Per Share 61. 3x 
Price/Estimated 1972 Earnings Per Share 25. 8x 
Indicated Dividend ao $0. 84 
Current Yield 0. 6% 
Common Shares Outstanding 2.6 million 
oe Our near-term price thinking has changed somewhat 2s 2 result of 


recent developments. We now think that in the short term it may be 
unrealistic to expect much more than a price-earnings multiple of 30, or 
so, in view of the uncertainties arising from the following factors: 


1. Recurrent negative publicity which questions both the safety 
and-efficacy of soft contact lenses. 


2. Periodic concern that the Food and Drug Administration 
(FDA) may impose restrictive regulatory controls. 


3. The possibility of competition. 


As we have outlined in some detail previously, these concerns do not 
seem to be supported by the available evidence. Many experts believe that 
the safety of the Soflens has been well documented in the Company's exten- 
sive clinicel investigation and field experience since commercial introduc- 
tion. To date, we are still not aware of any significant patient difficulties 
attributed to the Soflens. Similarly, it has proven effective in correcting 2 
wide range of refractive errors, particularly since the new series of lenses 
were introduced (in May). Furthermore, the Company says that it has hadno - . 
indication from the FDA, either direct or implied, that itis considering 
ae measures that would affect the market status of Soflens or restrict its sale. 
Competition, while it has been in the background from the beginning, still 
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appears to be some time away -- perhaps several years. Moreover, there 

are many indications that the Soflens has important advantages over the 4 
other lenses that are being tested, and that its patent protection could keep 

its position in the market a proprietary one. Nevertheless, we think that it 

must be recognized that these factors, taken cumulatively, could have a 

significant restraining effect on investor psychology. 


If our reasoning on the multiple is correct, the current price probably 
adequately discounts 1972 earnings at about 26 times the mid-point of our 
$5.00-$7.00 per share estimate range for 1972. Therefore, any sustained 
movement in the price of the stock must depend on expectations for 1973 and 
beyond. We think that it is too early at present to develop any conviction on 
the outlook that far out -- particularly in view of the crosscurrents which 
- seem to be affecting the contribution of Soflens in the short term. 


’ There are several developments, which we find encouraging for the 
near term. First, BOL is preparing to introduce, in March, aphakic lenses 
for those who have had cataract operations. This market can be an important 
one because of the significant improvement in vision that contact lenses pro- 
vide for people who have had cataract operations, and the fact that there are 

omething like 300, 000-400, 000 cataract operations in the United States each 
@.::. Second, BOLis preparing to introduce a smaller fitting kit for prac- 
titioners who have relatively small contact lens practices. This should 
broaden substantially the population of fitters and provide significant sales 4 
and earnings during its "sell-in.'' Finally, the Company has entered, or 
will enter in the near future, several important foreign markets, including 
Japan, Canada, Latin America and Europe. 


On the other hand, there are some near-term indications which may not 
be favorable. Soflens sales in the U. S. appear to have slowed in recent weeks. 
The reasons for this slowdown are difficult to judge, because February is the 
seasonal low point for the contact lens business. This may be just a seasonal 
lull in sales. On the other hand, there is some evidence which suggests that 
the negative publicity about soft contact lenses may have hurt sales to both 
consumers and practitioners. To the extent that this has been a deterrent 
to sales, it may indicate a slower rate of acceptance than implied in our 
forecasts. 


These crosscurrents will play 4 significant role in first quarter com- 
parisons. If the aphakic lenses are introduced early enough in March, we 
think that there is good chance that earnings will match the 51. 02 per share 
earned in the fourth quarter of 1971. If not, earnings for the quarter might 

be closer to $0. 80-$0. 85 per share. Earnings were $0.27 per share in last 
@...:': first quarter (before restatement to reflect the acquisition of Bushnell 


Optical). However, for the yearas a whole, we think that the positive factors 
will be predominate, and we continue to estimate $5.00-$7.00 per share. 
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It may take another three or four months, and possibly even a little 
longer, to determine which of these crosscurrents is the more reliable 
indicator of the outlook for 1973 and, possibly, beyond. During this period, 
we think that price performance could be limited. In view of this assessment 
of the prospects for near-term price action, we do not think that the stock 
should be bought by aggressive, short-term investors, and we are removing 
the stock from the Recommended List, until it is possible to assess the out- 
look for 1973 with greater certainty. Ure continue to believe that the ultimate 
market for the Soflens is a very large one and that BOL can continue to be 
successful in tapping it. Hence, we still think that the stock has good long- 
term potential. ‘ 


Subsequent Development 


° 


On Wednesday, Mar:h1, BOL announced that it has found that leakage 
occurre in some of the glass vials in which the Soflens is shipped to practi- 
tioners. Ina letter to those who are fitting them, the Company said that a 
good seal of the vial was occasionally prevented bya Teflon washer, whichwas 
inserted between the rubber stopper and the top of the vial to prevent the 
rubber from sticking to the glass. BOL has asked these practitioners to 
sterilize their lenses after checking for faulty vials and removing the Teflon 
washers. The Company has had to remove the washers from the vials in its 
inventory and resterilize those lenses. Shipments were held up temporarily 
while this was being done, but production was not affected. Shipments wei* 
expected to resume yesterday. 


We do not expect this development to have a significant impact on the 
Company. The FDA approved the removai of the Teflon washer. The Com- 
pany said that there have been no reports of contamination from practitioners. 
Since the practitioner can remove. the washer and asepticize the lens him- 
self, we would not expect fitters to return any significant quantity of lenses. 


Our thinking on BOL is not changed by this most recent development. 


SMITH, BARNEY & CO. 
Incorporated 


J. Gary Burkhead:jb 
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Two new developments regardin 
have caused us to reevaluate our thi 
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g BOL occurred yesterday which 
nking on the security. 


. 


ublic stance to the contrary, 


American Optical Co. announced yesterday that it is 

negotiating with Frigitronics to produce and distribute 
its soft contact lens. Frigitronics has a therapeutic 
soft contact lens application pending with the FDA and 


while the marketing of a cosmetic contact lens competi- 


tive with BOL's appears to be a good distance away, an 
place BOL'S prime 


agreement with Frigitronics would 
competitor in the ophthalmic industry in competition 
with it at a much earlier stage than we had anticipated. 


ae After yesterday's close, BOL indicated that its first 
quarter earnings would be in the range of $.65 - S75, 
considerably lower than our $1.00 estimate. While we 
- yecognize that Soflens' sales momentum had slowed as a 
consequence of numerous recent articles in financial 
critical of the product, we 
thie clack would be more than com= 
st quarter introduction of 
n aphakic soft lens for 


pensated by the scheduled fir 
two new pipeline products: 4 
cataract patients and a reduced size practitioner Kit. 
(There is considerable demand for the former while the 
latter represents a marketing strategy designed to 


stimulate smaller practices to order the product.) 
The lower earnings figure reflects the fact that neither of 

these products will have an impact on the first quarter. The 
smaller kit has just been priced and shipments will begin at 
the end of this month. The aphakic lens will not be intro- 


duced until the end of April. 


ets should stimulate second 


While both of these pipeline produ 
receptivity to the product 


quarter earnings, the question of 
in the marketplace remains uncertain. We continue to believe 
that Soflens is beneficial, safe and bound to attain wide 

but it is apparent tat articles 


acceptance with the public, 
suggesting FDA withdrawal of the product (which we feel are 


unfounded) have had an impact on tne marketplace. Since it 
ve 
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has always been difficult to obtain a clear picture of : 
retail sales, we believe that after the confluence of 
yesterday's two developments, the Street will tend to ~ 
wait for positive evidence of Soflens' earnings success, 
rather than anticipating same. 


We believe that most of the damage to the : 

stock has already been done. While we are reducing our 
earnings estimate for 1972 from $5.00 to $4.50, we continue 
to believe in the product and feel that patient investors 
will be amply rewarded. Short term, however, there will 
probably be pressure on the stock that may be aggravated 

by the fashion in which BOL handled dissemination of the 
adverse news. 


* 


- Roy L. Furman 
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UNITED STATES DISTRICT ‘COURT 
SOUTHERN DISTRICT OF NEW YORK 


an 4 Securities and Exchange Commission, 
Plainti£e, 
v 73. Civ 205 80 CRO) 


Bauech & Lomb Incorporated, et al. 


Defendants. 
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PLAINTIFF'S DESIGNATION OF TESTIMONY OF 
Richard J. Clancy 


es Waken on April) 10,1972 
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MR. MARTIN: Okay. 


| | 
1 | . 
| Would you please rise and raise your right | 
; | 
| i 
i hand, | 
& 3 | 
) | MR, CLANCY: Right. 
| 14 | | 
I MR. MARTIN: Do you swear to tell the truth, 
} Ii 
| a 15 || 
‘ | the whole truth and nothing but the truth so help | 
16 | | 
| you God? | 
7 
| MR, CLANCY:...~ do, 
18 | Ss 
| Whereupan, | 
19 || 
RICHARD J, CLANCY, | 
20 | 
| | called as a witness, having been first duly sworn by 
21 || . : 
the Notary Public, was examined and testified as follows: | 
22 
| | EXAMINATION 
23 
| BY MR. MARTIN: 
24 
Q Would you state your full name for the 
25 | 


record, please? 


anise 


As a partner of the firm, I have over-all 


mee obes 
A Richard J. Clancy. | 
Q Your residential address, please. E 
A 4o Huron Drive, Chatam Township, New Jersey.) 
Q Are you employed, Mr. Clancy? | : 
A Yes. ; : 
Q Where are you employed? 
A I'ma partner in the firm of Brokaw, Schae- | 
nen, Clancy & Company. 
Q Would you briefly describe what your job 
function in that firm is? 
A Yea. | 
| 
| 


management of the money. 

I also have responsibility for determining 
investment mahdee and strategy and helping to carry that 
out in terms of the day-to-day functions of the firm. 


| 
I also have two functional vessensiGuideice | 


that being that I am in charge of the trading room and | 
I'm also in charge of administering to ali of cur employees. 
Those are basically my duties. 

Q When did you first Join the firm? 

A I was a founder of the firm starting in 


February i962. 


Q Have you continuously been with the firm 


| 
| 
| 


YUU Sb Eww 


} 
| 
| 

since that time? 0067 


A I have. 
Q Isee. 

4R. MARTIN: Let's go off the record, 
| | 
(Discussion off the record.) 
| i 
| 6 | 
| ! MR. MARTIN: Back on the record, 
| a 
| i BY MR, MARTIN: 

8 | 
} Q Mr. Clancy, I would like to direct your 
4 ! 9 | | 
I)- attention to the week of March 13th, 1972. I believe | 
| 10 | 
| | that date is a Monday. | 
| tH | 
| i Do you have that period in mind? 
| 12 | 
f A © COs | 
13 i 
| ' q Ail. rignt. 

& 4 | | 
i Did there come a time during that week that | 
| 15 || | 

| you met with the management of Bausch & Lomb? | 
| 16 | 
i / ~*~ \ i | 
a k A xyes. 
17 | 
i Q Was this an appointment scheduled prior | 
18 | | 
| to that meeting? ‘ | 
19 i : 
| A Mes, it was, 
20 | | 
i Q When was that appointment scheduled? 
21 |i 
i A On the week of March 6th, I had called 
{ 99 i . 
! Mr. Schuman's secretary to set up an appointment which 
23 | 
| originally was going to take place on Tuesday, the 14th, 
24 | 
at nine a.m. 
29 


i Since Mr. Schuman was then, that is, during 


on 


te Loh ELALAGA DE ch BANS dhe Se OO Be 


sah is 


ae 
the week of March 6th, still on vacation, she asked if I ‘ 


would call back on Monday, the 13th, to confirm that 
interview. 

I did so. He was unable to see us at the 
appointed time on Tuesday. 

The meeting was then rescheduled for April 
5th because Mr. Schuman was going to again be leaving town. 

After reflecting on that and realizing that | 
I myself was going on vacation in Florida and feeling that 
we should go up to see the company prior to my going on 
vacation, I called Mr. Schuman's 

She indicated to me that there was an hour 
of time that Mr. Schuman could see us on Wednesday after- 


noon, the 15th. The meeting was so set. 


Q I would like now to direct your attention 


to the 15th of March 19/7. 


Did you meet with Mr. Schuman that day? 


s 


A We did. 

Q What time did you meet with him? 

A It was scheduled -- we were scheduled to 
between 3:30 and 4:30. Actually, I believe that we 
into the interview with him just at four o'clock. 

Q Had you, prior to March 15th, ever met 


Mr. Schuman before? 


On how many occasions? 


On three other occasions, I believe. 


Q What are you referring to? | 
A 


Well, I'm looking at a schedule of the 


i Bausch & Lomb trips that I had put down here. Let me 


i just refer to that for a moment, please. 


Excuse me. We had met with him on two other 


occasions; this was the third meeting. 


I see. 


Q. 


Is the document that you're looking at pre- 


pared subsequent to March the 


15th, 1972? 


A Yes. 


i x3 fo ~ mae a7 y 2 ’ 
i gq das it prepared pursuant vv any reuuest of 


your attorney? 


} A Yes. 


Q Okay. 


What did you or Mr. Wien say to Mr. 


18 | 
H and what did Mr. Schuman say to you during the interview 
19 i “ 
on March the 15th? | 
20 | 
i | 
! A The interview started with our making two 
oy) 
HI 


points to hin. 


Number one, we said that since we knew his 
ae schedule was a very crowded one and that he had been good 


enough to fit us in for an hour of time, that we would 


consider our interview a success if we were able to leave 


his office in less than an hour. 

i The second point that was made was that we 
thought that there was a good deal of confusion in the 
financial community regarding Bausch & Lomb. 

We made a suggestion to Mr. Schuman that 
they -- that is, the company -- resurface. I meant by 
that that we thought it would be a good idea for him to 


come down to Wall Street, hold a meeting, perhaps a meet- 


ing sponsored by an investment banking brokerage firm in 


order to clarify w 
time and be available for questioning. 

a) | rt: » @iscussed the substance or your 
meeting that you had with Mr. Schuman subsequent to the 
date of that meeting, with Mr. Wien? 

A Have I? 

Q Yes. 


As an individual? 


N 
Yes. : 


No, I have not talked to Mr. Schuman. 
Let me restate my question. 
All right. 
Q Have you discussed with Me. Wien the sub- 
stance of what was discussed among yourselves, Mr. Schuman 
and Mr. Wien and yourself, at the interview on March the 


15th, since that time? 


| 
| 
{ 
{ 
\ 


a4 


, | 
A Yes, yes, I have. 0071 


Q When for the first time? | 
+ 
A Immediately after we left the meeting in | 


Mr. Schuman's office. 

Q Tell me about that. 

A We were traveling back together from Roches- | 
ter to New York. We were waiting for a cab to take us 
from the company to the airport. We. talked about it 
while waiting for the taxi and during the ride out to 
the airport. 

Since we had been delayed in getting into 

Mr. Schuman's office, we had missed the planes that we | 
nad shought that we would be taking back to New York, 
so there was some delay and the two of us went in and had 


dinner. 


We discussed it during dinner and also during 
| 


the flight back to New York. J 


Q Did you have any discussions with Mr. Schuman 


at your interview concerning earnings estimates of Bausch 


& Lomb? | 
A Yes, we did. 
Q What was said, if anything? | 
A At the outset of the interview, we were | 


talking with him about the fact that we had seen Lou 


Sanders from Sanford C. Bernstein & Company coming out 


Ss deatiaaatianea bade catia naatontnnleneetaiiaadinmetats dindneneniemen iaceasditumetiabeaeeiiae 
a rm set: 


12 
of the office as we were going into the office, wawiied 
met him in a waiting roon. 

He said yes. 

I believe it was my partner, Mr, Wien, said 
to Mr. Schuman, "Well, he seemed quite pleased with the 
interview that he had with you." 

Mr. Schuman then said, "Yes, Mr. Sanders 
was optimistic." He also said that Mr. Sanders had been 
trying to goad him into stating that an earnings estimate 


of $5 for the year would be an appropriate figure. 


And then Mr. Schuman volunteered that he 


thought that Mr. Sanders -- that he thought that Mr. San- | 
| 


ders should be more conservative. 


Q What, if anything, did Mr. Schuman say 


regarding the fact that Bausch & Lomb was revising down- 


o 


ward its earnings estimates? 


A In the course of our interview, he said that | 


our people are revising our internal figures. 
Q Did he indicate whether it would be a revi- 
sion upward or downward? 
A He did not, 
Q Did you ask him? 
A We did not. 
Any reason you didn't ask him? 


I felt that it was fairly obvious that the 


| 


| 


qQ 


~) 


13 | 


revision was downward. 0073 
Q Was this the first time that you ever Sadonie 
the fact that Bausch & Lomb was revising downward its | 
igures? y 
A Yes, in the sense that that was the first f 


time that I had heard an official of tne company mention | 


anything about revising internal figures, although there | 
had been four or five contacts that we had made with Wall | 
Street firms where the analyst had indicated that in en 
judgment sales were slowing. 


So that it was not a complete surprise at | 
| 


all to us that Mr. Schuman would say that they, internally, 
igures. | 


Q What, if anything, did Mr. Schuman say 


concerning the subject of soft lens sales? | 


A Well, he said that the flak, as he used the | 
| 
} 


word, that had appeared ir the newspaper about the safety 
and efficacy of the soft lenses, had seriously hurt the 
company. | 

I think he meant by that or certainly I 
took what he meant by that that the rate of acceptance by 
consumers and practitioners had been slowed by the adverse 
publicity that had been appearing in the paper. 


Q Did Mr. Schuman indicate to you, in words 


or substance, the fact that the sales trend for the 


company -- strike my question. 
Did Mr. Schuman indicate to you, in words 
or substance, the fact that Bausch & Lomb could no longer 


say that weekly sales of the soft lens were irvreasing? 


A He did not. 

Q What discussion, if anything, did you have 
regarding the aphaick lens? : 

A I don't recall that we had any conversation 
on the aphaick lens. 


Q Did Mr. Schuman indicate to you, in words 


or substance, whether or not the company had closed down 
its operations on the soft lens for a period of time in 
the first quarter of 19/2? 

A ‘Yes. 

Q What did he indicate to you? 

A They had had a problem with the -- with the 
sealant of the vial used, the container used to shipsft 


lenses in. ‘ 


He had indicated that because of the problem 


with the washer and the adherence of the sealant on that, 
that they had ceased manufacturing for a period of a 
few days. 

My recollection is, though, that that had 
been released publicly in the newspaper -- yes, it had been 


released publicly in the newspapers prior to our going up 


i 
j 
| 


{ 
j 
j 
{ 
1 
H 
i 


"7 
, | * anal 
| 15. 0075 
| 
| | 


} 
there, so it was a very minor part of the conversation. 

9 

, | He also indicated that the problem had been | 
i ‘ a 

3 | : } 
| solved and that they were again resuming manufacturing. | 

4 | ‘ 
| Q Did he indicate to you, in words or sub- | 

5 | | 

"| stance, the fact that the operations were shut down t 
i} | 

6 || 
i for almost three weeks? 

7 | 
| A No. 

3 | 
Q L see. 

9 | 
| Prior:to your interview, had you formed .-- | 
| 

10 | 
} had you formed an investment decision concerning whether 
a | 

or not to sell Bausch & Lomb? | 
12 | 
i A We had not. 
134 ce | 
i Q After, your interview, nau you Gecidea on l 
14 | 
i whether to buy or sell Bausch & Lomb, 40 at aii? | 
15 
A Yes. 
16 | | 
| Q What was your decision? . : | 
ye 
| A Upon leaving the building, Byron and I -- 
18 | 
i Mr. Wien and I -- had conversations, as I have mentioned | 
19 | . | 
fF 
i before, ca whatve should do with our holding of Bausch | 
20 | | 
& Lomb stock. 
91 | | 
f I was of the opinion that with the decline 
29 f i 
\ in the marketplace that had occurred since the beginning 
Q3 | 


| of the year, that the percentage holding of Bausch & Lomb 


in our portfolios, in our large institutional-type port- 


folios, had been brought back to something in the order 


of four and a half per cent. 

I felt that what we should co would be to 
reduce their holding from approximately four and a half 
per cent down to three per cent and hold the balance ie 
of the stock. 

Mr. Wien's opinion was that we should sell 
all of our stock. 


We discussed that at some length. 


Q What did you say to Mr. Wien and what did he 


{ 

| 

say to you on that subject? | 
| 


A He said that he felt that the -- that in 
view of the fact that the sales of the lens had lost momen~ 
tum in the meructpiace, Gi udgment the product 
was no longer so good as to be able to have us overlook 


the internal management deficiencies that we thought were 


there, deficiencies in tre sense that we didn't think ° 


that the company had a great deal of creative marketing 


know-how and strategy for a revolutionary new product. 
‘ 


o 


And since that product had lost momentum 
in the marketplace, it was Mr. Wien's opinion tht we 
should wait to see how events unfolded and not own the 
stock during that period of time. 

My opinion was that the lens had been in 
the hands of most practitioners for only a very few 


months, the company had created a brand new sales force 


cy a 


© 
ee 


during the course of 1971, had trained this sales force. 
» 
| I also felt that the practitioners had very | 
/ ; 
i little experience with it. 
i 
ea - 
| We also had this adverse publicity which 
a 
a | 
i was eppearing in the newspapers, none of which had been | 
6 | 
i proven to be correct as far as the company's field checks 
i| 
A 
were concerned on safety. + 
8 || 
There is a historical seasonality in the 
9 | 
| business, the business of lenses and frames in hard con- 
10 | 
! tact lenses whereby we «.d been told by Mr. Schuman at 
} previous meetings that perhaps as much as 75 per cent of 
12 || 
i the sales of ophthalmic products in general occur between 
id | 
f Laster aud September, 
14 |} | 
I So we were in a seasonla low period of | 
15 
} the time with not a great deal of evidence to support 
16 | | 
\ one way or the other how things were going to work out, | 
17 | | 
\ Sc, what I told Mr, Wien was, I thought it 
18 || 
| was too drastic an action to sell all of the stock, we 
19 {| * 
" should bring it back to a smaller percentage and sit with 
20 | | 
i our holding. | 
21 | 
} I still felt that the soft lens was a great 
99 | 


product, a super product and that it was going to make a 
mark, in effdct, on the American scene as large as tine 
; oral contraceptive product and, therefore, I didn't want 


to miss the stock on the upside, admitting and acknowledging 


if 
we 


1 


‘| 18 0078 


that it could be volatile and somewhat unpredictable 


over the short term, 


In view of the fact that I was scheduled to 


gO on vacation with my wife the next day, I told M:. Wien 


that I felt strongly enough about my opinion that I would 


| : 
On il 
F postpone my trip to Florida so that I could be present the | 


next morning, that is, the morning of March 16th -- 


Q 


Yes. 


A ~- at our regular partnership meeting that 


starts at 9:05 in the morning because I thought it was 


important enough that both sides of the interview and our 


findings be represented particularly where I did not want 


> + 4 wa) | 
to nave us sell all of this stock, 


I did that. I represented in that meeting | 


my positicn, which was one of cut back and hold. 


We discussed Mr. Wien's recommendation. And 


after a thorough airirz of both points of \1lew, we decided | 


to sell the stock. 
19. || “ 
| Q Before we get into that, did you make any 


notes or memoranda of your interview with Mr. Schuman? 
f A + oe GLA MOG... TOs 


Q 


Any specific reason why you did not? 
| A Basically, I didn't because we were going up 
to generally be brought up to date where the company stood 


at the end of the first quarter, having filled the pipelines 


ages Ww 
1 | 
| 19 | 
| - 007 
i with soft lens through the practitioners, the symposiums : 
») | { 
| having been completed. 
a t 
| We were there to find out what the view of 
4 \} = 
l practitioners and consumers Was towards the lens; generally 
| 
5 | 
i ho. things were going -- the development of the task [ 
6 | . 
i force, the kinds of things that we had taiked about in 
7 | 
the past. 
8 | 
i I found it most effective, from ny point of . | 
9 | 
| view, in sitting in an interview like that, where you're 
; | 
18 | 


oo | going to be talking about general areas, to not take notes.) 
‘ie | 


Scam laos sin x tea 
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9 
Did Mr. Schuman indicate to you, in words 
10 
or substance, the fact that the company was going to 
Ly : 
earn 65-75 cents for the first quarter? 
12 
A He did not. 
iy " 
a. He gave us no earnings estimates whatsoever 
Le 14 
for the first quarter. 
15 
Q Did you ask him for any? 
16 : 
A We aid not. 
17 
Q I see. 
= 18 : 
‘i I would like now to focus on the meeting 
o that occurred at approximately 9:05, as you have indicated 
on Thursday, March 16th. 
21 
A Yes e 
22 
( Q This 4s the meeting between, I believe, 
23 & 
"© _ your partners. 


Is that correct? 


That's correct. 


sane mo 


} 
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22 00814. 
Q Would you tell me, as best you can recall, —-- 
what occurred at that meeting? 
A Mr, Wien - down on a piece of paper four 
points, I believe, coming out of our interview with Bausch 
& Lomb, He went over those points. 7 


Q I would like to show you what has been 


marked as Division's Exhibit 27 for identification. 


(Handing) 
A Yes, sir, 
Q Are those the four points? 
A Yes, 
Q Which is reflected in Division's Exhibit 


Q Okay. 
What is your recollection of what Mr. Wien 


said regarding sales of the soft lens? 


A At the meeting? 
Ss 
Q Yes, 
A He said that -- he said that sales had 


slowed, that sales had lost their momentux. 
He had also asked Mr, Schuman if the sales 
estimate which had been made by Mr, Sanders in the past 
4 


which related to one lens per practitioner per week was 


still in effect. 


RRR OE 
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: in aR 
3 ; 
rs $ ij . 
{ : j ¥ 
‘ mn > i 


Mr. Schuman indicated that the rate of sa1cs008 
was less than that, He didn't say how much less than 
that. | 

I see, 

A That ted Me, Wien to come up with some sales 
estimates for the first quarter and also led him to a 
progression of sales throughout the year, which eventually 
led him to a conclusion that the sales estimate of some- 
thing in the order of 35 or $40,000,000 for the year would 
be difficult to achieve in view of the fact that sales 
momentum had -- that the product had lost its sales momen- 
tum in the first quarter. 


Q 


Yes, 


Yes. 
SN 


What were the questinns? 


A 

Q 

A 

Q Do you recall any of those questions? 
A 

Q 

A 


They wanted to know why I wanted to hold 
what would have amounted to approximately two-thirds of 
the stock in our large institutional accounts, what my 
reasonins for that was. 


I eave them a reasoning which was basicall 
& S 


the same as what I have just related to you before. 


=~] 


Ces 


23 


Q What did the -- 0083 
A I think the main -- if I may interrupt. : 

Q Go ahead, 

A I think the major difference between Mr, ( 


Wien's viewpoint and my viewpoint was that L stil. con- 
sidered the product to be a super product and that we 
were in a temporary, perhaps seasonal lull where the sales 
of soft lens could as quickly and mysteriously regain 
their momentum as they had appeared to lose momentun, 
recognizing that there were management deficiencies in 
the company that it would be difficult for Bausch & Lomb 
at this point in time to regain momentum. 

Aiso, I still felt tnat the product was 
good enough to win the day. 

“Mr, Wien's feeling was that the product 
should not be subject to seasonality and a temporéry 


loss of momentum and flak that would appear in the news- 


paper. < 
Since the groduct iteelé had beep somewhat 
disappointing to him, he then became very concerned about 
the management deficiencies in the company in the sense 
that, as he put it to me, it's one thing to get a new 
product, 2 revolutionary product and get momentum going, 


it's another thing when a product that appears to have 


had momentum no longer has it and now you're trying to 


24 
work to reform a marketing strategy to regain that momen- 
0084 
tum in the marketplace. 
ae I would say the differences in our view 
vis-a-vis the product and the seriousness of management . 
in getting a revolutionary product started, was probably 


the main differences that we had and the reason why he 


' recommended the stock be sold and I recormended that about 


‘ee 


two-thirds of it be held. 
Co a Q Was there a discussion at what price the 
‘ stock should be sold, at the meeting? 


i A After deciding we were going to sell the 


stock, someone said, "What do you think is a seasonable 
price that we might get for it?" 
3 md I believe it was Mr. Wien himself who said, 
"T feel that we'll certainly get at least 130 and prob- i 
‘ ' ably higher." . 
} And then I think that Mr. Schaenen, one of 
my other partners, said, "Well, if we have made the deci- 
‘ sion to sell the stock, ieteiaie bhi 130. or 132, the 
difference is a relatively small one for a stock that is 
selling in that price range, I think thet we ought to 
move ahead," 
Whereupon, I picked up my papers, put them 
in my attache case, put on my hat and coat and left, went 


& ’ 


back out to New Jersey, picked up my wife and went on 


eee “ - 7 


f 
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“A” 


vacation. 


Q Any other discussions in which the subject 


of the Bausch & Lomb trade, the decision to sell were 


28 


discussed? 0087 
A When I got in on Friday from playing golf -- : 
we had played 18 holes of golf. 
My wife's vrother-in-law and I decided that : 


we would go out and play nine more holes, While we 
were out playing the final nine holes, my partner, Dick 
Ramsden, called my wife -- or, left word at the room. 
She returned the call and talked with Dick. 
Dick indicated that the communications problem with Salo- 
mon was. of a more serious nature than I had realized in 
having the two prior conversations, 
Dick suggested to my wife Dorothy that pa 
2 to just put down wy vécollectivu 
of the interview with Mr. Schuman, or lat least try to 
call it to mind and put the major pieces together. 
Q Did you do that? , 
A I did it mentally. I did not sit down and 
comit it to paper. So, I kad that conversation with 
Dorothy, having gotten in. 
Then over the weekend, = think Saturday 
night the 18th, but I'm not absolutely certain of that -- 
but, in any case, sometime over the weekend I talked 


with -- Mr, Wien called me from Colorado where he was 


on vacation skiing. 


We talked about it. le told me more about 


29 0088 
what had occurred on the trade with Salomon Bros., brought 7 
me more up to date on that. 

We talked back and forth about the intorma- 
tion that we had learned from our interview with Mr. Schu- 
man, 

Q Well, what did you both say? What did you 
say to him and what did he say to you? 

A What I said to him was that clearly the 
sales momentum -- that the product, the soft lens product 
had lost its sales momentum. 

We had both agreed on that, I said I still 
thought that the product was a super one, That's basically 


So ow ie 
tO UO, 


Did you have a discussion with Mr. Wien at 
this occasion on the fact that the company had indicated 
to you that they were revising their own internal. — 
figures? : 
A Yes, we talked about -- we talked about 


earnings -- well, in recalling the interview with Mr. 


Schuman, we had recalled that Mr. Schuman had indicated 


that Lou Sanders had been goading him into saying that a 


$5 earnings estimate was reasonable, 
And then later in the interview, we asked 


him if an earnings estimate of $3 for the year was 


than L. Gia. 


reasonable. 0089 


He said, "You mean for the soft lens alone 
or for the entire company?" 

Ard we said, "No; for the entire company." 

And he said to us, "I think you're way low." 

So, it was those two things, plus Byron 
asking him about the -- about the Lou Sanders formula of 
one lens per practitioner per week and his indicating 
that it was -- it was less than that, and the fact that 
Schuman had told us that the company was revising their 
internal figures, had allowed us to assume that at least 
temporarily in here, tnat the result of the company in a 
general sense would probably be disappointing and that 


he, Mr, Wien, considered that a much more serious situation 


A Both Mr. Wien and myself in going back and 


forth in this conversation agreed that we had not received | 


: é | | : “i 


any specific earnings estimate from Mr, Schuman for the 


i 
| | 
I year, that we had not received a specific earnings estimate 
a from him for the first quarter, that our impressions coming 
a 
| out of the interview had really been subjective, qualita- 


3 | tive evaluations based on our Imowledge of the company 


| and not the fact that Mx. Schuman had given us quantita- 


erence a eee: enh 


7 | tive information with any kind of specificity to it. 
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wg fa me. stitinen, what is your address?” a 
= 
o 9 A. 4&4 Leeward Lane, in Rochester. 
wl Where are you employed? | 
nla &t Bausch & Lomb. | 
| 
mw l¢ in what cenacity are you employed at Bausch & Loin? | 
ee Vice President of Finance, | 
i ; 
4 ie For how leng have you been employed in that capacity? 
HI i . 
3 | a. January 10th, 1972. ie : | 
a o big Could you please describe briefly your duties at 
7 V eeueels Gj Lomb as vice president of finance? | 
| | 


Boe A, I report to the Chairmm of the Board and am responsible) 


o 
it 


19 |. gor and have reporting to me the following areas; the | 


23 eeatrollership function; the treasurership area; the director 


21 | of taternational finance; corporate internal audit, and the 


-: ‘manager of Taxation. And, I am responsible for the entire 


‘Sinanetal function of the company wad in addition to thot have 


responsibilitics in talking to analysts and brokerage firms. 


1. bic you have all of tiat respoasibility in February, 


| 
- February and March of 1972? = 
| 


A. Yes, I did. 


te 


| 


i 
| 
| 
| 
| @. You talked to -- during that period, part of your 
if 


| xesponsibilitics involved talking to financial analysts? 


| 
| 
| 
| A. I will have to correct that. I didn't start talking 


| 
4 
g | to analysts, as I recall, until about May of 1972. There 
| 
| 
9 , 1 first came with the firm, but I did not actually start 
i 
g | until about May, as I recall... 
10 | @ Were there any specific reasons why you took over 
\ i oe 
11 | talking to the financial analyst curing May of 19727 
\| eS 
12 | A. Mr. Schuman announced at the annual meeting that I 


13 | would be talking with analysts after that period, 
\ 
if 


1 ia = Did Mr. Schuman ever express to you the reasons why 

15 ‘he had delegated that function to you? 

are As chairman, he had more than he could do, and it was 
17 \@ responsibility that he hed wile he was Executive Vice 

18 ' President of Administration and Finzice, and he felt that 

19 this was an appropriate responsibility for me to assume, once 
2 came on board. 


21°. + During February of 1972, did you talk to any fineneial 


“9 analysts? 


ae Not to my recollection, 


au il 


; | was a plan a discussion for my taking over that function when 


— = whe = ate « ‘ ++ + 2 ae ema 
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tome Ee Se change the question. 


By MR, LANG: 


41 Did you become involved, in 172, for periodic 


io AS That's correct. ; 


forecasts of earnings for Bausch & Lomb? | 
| 
| 2 A. My respcnsibility wes not in making tiem, but | 
13 principally in reviewing forecascs that Harry Hooley would | 
id prepare. ap ee | 
& 1 @ . AmI correct that you're Mr. Hooley's superior at | | 
: | 16 | Bausch & Lomb? | 
| | 
a | 


te And would, in the ordinary course of business cf 

19 | Bausch & Lomb, cid Mx, Howley report to you any changes in 
20 | forecasts of Bausch & Lomb earnings? 
21 il a. Yes. 


in 
i 


f2 |, @ I show you what has been marked Plaintiffs Exhibit 


ey 


2s | Hooley #1. Have you ever seen that before? 
ae It having teea two years since this event, f quite 


honestly can't say whether or not { saw this sarticular 


0096 
1 | schedule. It doesn't have my initials on it or -- I just 


ae >| can't remember. I can't identify it specifically. 


3 | Q Did you, during February, 1972, discuss with 
Mr. Hooley the forecast for Sofiens earnings? 


I did, yeo. 


6 | & And do you xecait when thae discussions took place? 
7) A Well, would you restate the question, please? 
gsi a Do you recali when those discussions about Soflens 


earnings, with Mr. Hooley, tock place? 


A. Wren? 


During February of 1972? 


specifically. 


& 13} @ Do you recall the substance of those Giscussions” 
f | 

i 

| i 


rf ; 

i“ A No. I should explain. i have been with the company | 
H . 
| gbout two months, or as I said, I cance on board January LOCH, | 


and I was inundated with material, trying to get bachgcound 


* 
a 


27. on the company, to orient in what the products were, ane 


18) read major contracts that the company had, and so cn, and — 
12 | haven't Locused on this arca for at least two years, and 


20 | you know, it is all very faint, and I redly woulca‘t recall 


the information, conversation that teok place during that | 


period. 


i ‘ Boe ae 
Q. Do you recall whether, during February of 1972, 

if ; ’ 

& : llr, Hooley advised you that he was revising cownward, waucca 


fo 


& Lomb's estinste for first «quarters corningss 


0097 


ae ea * Yes, I would remember thet, 


to 


| Q. Did he tell you why, did he tell you why he was 


estimates? 


revising downward, Bausch & Lomb 


WR, SMITH: You're referring now to February 


and not March? 


By MR, LANG: 


I am referring now to February end not March. Did he 


wes re enward Bausch & Lomp's 


oD 
Oo 
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| 
if | Q Do you remenber Mr. Hooley telling you about a further | 
| | 
| 
to ij Ae - Let me -- may I ask a question? I don't remember 
Hi | 
Ls whether you, when you first asked the question; did you say, 
iS : cid L remember revising the estimate in February? | 
oo @ That's correct. 
A. I'd like to correct that, because I den't remember 


. : | 
'~ any revisions in February. I con't. remeaher the period at 
cli. As a matter of fact, in terms of this particular 

tneident end the cixcumstances around it, there are only a 


. fow facts thet I can remember, and I am sure you will get to 


. = 4 = 
fiiose in due course, 


Q. Do you remover revisions in March? 


| 
0038) 
! 
A. Well, it was just prior to the March 16th occasion. 
Q Do you recall having any conversations with Mr. Hooley 


on or about March 13 with respect to revisions for first 


quarter earnings estimates for Bausch & Lomb? 

a I wouldn't remember specifically the date, but a few 
days previous we did discuss the xcevision in the estimate, 
yes. 3 

Q. id 3 this with Mr. Hooley? 

A. Yes, but I wouldn't remember the precise time or dee 
Q. Was there anyone else that you recall who was present 


at these discussions? 


| and I know tnat we were anxious to discuss the qe sticn of 


: 


forecasts with him, and I don't remember the precise dis- 


cussions at the time. I just remember, we were trying to 


prepare the estimate for his return, and that is really 
about as much as I remember. 


Q. Did you prepare an estimate? 


A. I did not. Harry Hooley did. 
Did you sce the estimate thet ix. Hooley prepared? 
A. Yes. 


@. Did you give that estimate to iv, Schuman? 
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Do you renember 


nings estinot2? 
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| a 74 cent per 
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0100 


Do you rennmber it now? 


You have helped remind me, It sounds correct, but a 


3 , as I said before, I didn't remenber the number. 


a it Abe Do you remember whether the number that you got was 


5 | Lower than the numbers you had previously gotten for Bausch 


6 i & Lomb first quarter earnings? 


[2 you renembez having discussions with Dan Schuman 


| on the igen of March, 19727 


discussions were there? ee 


fi. 


vrs = 
1:07 MEhy 


a4 - ; 
ee fi ut whet 


4 2 Somewhere between 2:00 and 3:00. 


Harry Hooley ead wyse1f and Dan. 


Q. Jad whexe did these discussions tale place: 


ice in ti:c hallway, 


2 cd Mr. Ecluman called you with respect, to tell you 
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et he Ed {Qlie 


"ere contacted or how 


cteretery called me or 


wether he exc Wi She Lk it is not elcsor in ry 


‘d you 1. 2 aay elreusrion with ia. Uecley prior to 


Oe Saeiciahampabameeniameamamanel Pema oe crt mse a 
oa eer sa emer ereregmaveseaee vemsemeann 
eit teemm mae oo: A RE Er eT I 


« 4 yp? : ° 
; . . wy 


Schuman on that day? 


nQan on any subject or with 


ohe 


ot 


[e2) 


vemember 


t remember any specifics, 


nee of your discussion with 


Qalasemnn 
ed 


ey 


what did you say during 


yords, Dan wanted to 


the first quarter, and 


poy 


siat something in the range 


© what we would probably 


2 wanted to know the 


€ 
O 
ae 


ne Gk ACC, 


0102 | 


ae tig = Did Mx. Schuman 11 you that he was going to release Bows 

e 2 | the estimate? | 

3 A. Not that I recall. | 

| 

41 Q Was the estimate that you gave Mr. Schuman on the | 

5 | 16th out in the hall, different from the one that Mr. Hooley 

kad prepared earlier? 
™. MORRIS: 


ate & heroes 


By “earlier™ you mean -- 


| 
& i 2, LANG; Earlier thet week, 
' 
\ 
| MR. tHCRRIS: That week? 
| 
| 


il 
11 | Q Yes. 

ti 
2 i : ~ 2 a2anas wi 2 te 
I Ae No, I think it was in line with it 


| 

13 Q : Did Mr, Schumegn indicate to you an estimate that he | 
ou enought ieee proper for Bausch & Lomb for that quarter? | 

fis A. - I remember Dan mentioning a number which was higher | 
, than what we had suggested, I wouldn't remember th2 number, | 


specifically; serely tiat it was higher. 


= Would thet nuaher be 70 to 9 cents per share? 

19 | h. L gon't imow. i mean, I couid teli you witnin a 

-) . gange. It scunds recconable ged it was, <6 & ia, clichtl, 
21 ox than + we ware talking cbout. ~ don't specifically 


22 remember the number. As I say, it has L-cn two years, 


Pause ai" act nei 
ae ae + - ad sence 


is 
2] 
fy 
a | 


ould 25 


W 


~l 


10 


a 


po 
i) 


Ot 


Dae | 
AR 3 


‘ Y 


time you are the principal official of Lausch & Loud 
responsiole for talking to financial analysts? 

A. Yes. 

Q. Are you in enyway respon ‘sible fox issuance of press 
releases by Lausch & Lomb? 

A. Merely as a participant. ‘lany of us participate ir 


preparation cf the press releases from the legal eepartment 


end the chairman, the president and circcta& ef coxporate 
communications. 
a. In your capacity as fincaeial viec president, do you 


have occasion to review any practiticuers letters that go 


A. Normaliy, no 
Q, Did you, in your capacity at Beusch & Lonh, have 


' occasion to review the practitioners lotter that went out 


from Bausch €& Lomb on or about Cctober 5th, 19737 
A. I did not review it before it went out. 


Q. Did you have occasion to review it after it went out? 


’ J Bre Bas oe SS cs ey ee 
p Bid you do anytins wien Feepcet © eS: Lotter; 


( 


bo 


10 


ai 


ro) 
=i 


2h) 


is my recollection: that I tock it into Dan Sciuman and 
explained to him that this had gone cut. Mey IL ask one 
question? What did you say the date was? 

Q, October Sth, 1973. 


A. 1973. 


Mh. Slt: I think your questica is "cn or 


about", 


THE WITRESS; Yeo, On or about, because 1 


don't remember the peecise date, I'll back up a minute and 


say that, as i recall, I go" a call Zeem a brokerage tira 


sf %, 


nasil 


. ate mente is Cs ad OR, Se yO EN decal in det er | te : 
fone out to eractiticncrs, IF Limegesceciy fe auaeted | a cosy 
‘ } 


of the letter and at that 


him that this Leiter had gene ouc. 


O. Kast did Me. Schuman say to you, if anything, abou. 


fie I don't remznber precisely whct he said. We were 


“4 2. s PO eat esa Le ee A al is 
COnGerNS: Penout Chic tunect Hat Che LOCCCr Oise pave, ens 


2 te ds. PR a Peace rT) se None us as tne HL inne 
ately began to think in cemec Cx a HOLOLLLLLCy Of 


ena 
Lined 


a5) 


« i Neen oe 
press re;ease, 

Sie %.. ey Me dee aw Val fel slate " io thy . a oe aie " Be ip ac ge 
Oy Wwrac in Cae Lecter s SU ee aU Uy a La Me Aap eaiy Ih SARC eh your 
PO Bena a £ go ‘ el Lone ees 
thinking i¢ would have an inspect 


ty Pedy Weed tT o 


ive cba ite f object ch ti. form Of that 


ee ho ee Aa aes + pend poy Lea iat 
gcug@etion, to tac euvent Chie you ¢ SC RLECU DLS DELOL 
‘ 


who indicated thai they had a copy of the letter which hed 


Se 4 nt. fm Bay te be & 
point took 12 into Pra to intern 


“- 
| 
| 


that. 

MR, LAUS: I believe that is what he 

I dontt think ! 

MR, SifitH: F you would Ith 

the prior restouse 
(Pending answe : by the 
repocter,) 
It gives a questicn that is not 


a direct statecont es to wi ke bead said, Ue can answer 


2. 


eNCLE? contenus 
T have looked ai 


we were havin a orteoce of lences that we couldn 't supply 


thia kind of a situactica could fapky 


dumend fer our Lenses and be a very 


* y anvee 
a? La aa wis 


TAR 
= y 


Lo you 


Ousc ac 


y OU 


. ga ig See 


18 


a release with respect to that letter, by an outside source? ° 


A. By whom? 


2 
® i) 3 || @& By an outside source, by somebody outside? 
a. 
| 5 | Exchangs? 
o 5 || By MR. LANG: 
a The Stock Exchange or any other place. 
A. I mentioned I think earlier, that a brokerage firm 


or someone had called me and indicated that he had a ccpy 


MR. SMITH:Q Are you talking about the Stock * | 
| 
of the letter, It was this individual's suggestion that the 


11 || nature of the contents of the letter was such that, that he 

12 | thought we ought to consider whether this was an appropriate 
13 | item te have a pxéss release on. | 
14 Q. And subsequently you issued a press release; is that 

15 | correct? 

16 ! A. Yes, we did, : 


s+ atlas ate a whe er eeeemantinamae ne ape la OG Oe GO 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Securities and Exchange Commission, 


Plaintiff, 


ee 


ae 73 Civ. 2458 (ROW) 


Bausch & Lomb Incorporated, et al., 


Defendants. 


PLAINTIFF'S DESIGNATION OF DEPOSITION OF 


Harry E. Hooley 


Taken On May 2, 1974 
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Q. | Package C, ZI believe you identified it as a di tfecen) 
gize package of lenses that is different from A? | 
A. That's correct. 

Q Do you know what the difference was? 


I don't remember off hand; it had fewer lenses 
3 


MORRIS : That appears, 
in the Soflens Sales Brechure which vas furnished 
to the Commission. The 
sets with accessories. 
lens sets with accessories. 
MR. GREENSPOON: Thank you,'siz. 
BY BR. GREENSPOON: 
Q Now, on that item of Package C, can you tell me 
who it was that advised you that that item would be 
reaching the market in March of 19727 
A. Someone, probcvbiy the sales manaver, we 
WR. StaATH: Let me object to the 


the question. Im not sure there is any testimony 


that anybecdy advised him that iz vould be reaching 


the market at anytime. te has terctified that ticce 
are budeet f 


and your juestion wasn't put 


= 
exe 
pat 
© 


| BY MR. GREENSPOON: % 


i 
we 
2 a 
¢ } Q. tix. Hooley, when you are given £igures to prepi<e | 
i] ! 
ce : bo 
i @ budget, I assume, or is it true that those figures 
{ 
4 . 
| are given to you by Somebody who knows or has reason ie 
| 
5 : 
to know when the item would be going to the market? 
' 
6 | 
A. Yes. | 
7 il ; ; 
: ' Q Did there cone a tine when you were advised that | 
Prime ao H 
cy a ; 
. the item called Packare C would ba going to the market | 
if 
9 | ce y | 
| go it could be fireluded in yor budget for March? | 
i 
10} Mie | 
h AS Back in Janutry vwhea the monthly sale 1s, when the | 
" | 
1] : : a 
budget for the year was broken down by qucrter anu by 
Os \ 
bee 


month, LS od waGS ar Strat fine that the gates fie euvTes thee 


- | . f wees, br 
-@ 3 | 
2 


each of the individual items had been projected s% that. 


14 | 
| £t could have even been late December when those projecetio 
15 | 
i ' 
, were made, 
16 j 
 Q Alright. New, what if anything happened or occurred 
oe: 
[ae of Merch 15, i742, to e nab le you to meke your fecrecast 
io 
' ag to Peckasce C? 
i ! 
| MR. SMITH: You mean, in Februsry? 
20 : 
' SY MR, GREENSPOC?!: 
51 
% Tf beg your pserdon? 
raf 
As February 15th. 
oq fh 
wD ! 
Q- February 15th, yes. 
eo * 
vA Someone tn the eaics cepartment would have submitted 


a foreeast of whit the eales were going to be for th next 


19 
two nonths, which were included in this forecast. 0114 
Q. To your knowledge, would there have been a schedule 
| 
frem the sales division which would be made available o 
to you, showlag when the item would be marketed? 
A. The sehedule would not have said when it was going 
to be marketed, but there must have been some kind of | 
ehedule which indicated a sales unit by month to be 
included in beth the budget and the forecast. 


Q. And would the same thing be true of Afhakic Package 


a4 | 
Bi | 
A. Yes. 

2. Do you ‘ave any persenal knowledge ox recollection 


as to why the A/hakic Package B forecast was reduced 
fron budget tn, for March as of February LSch? 

A. No, I don't. It waa a very minor change, going 
fron $524,000 to $480,050. 

2. Qid you have an occasion, tr. Hooley, to speak 
with liz. Daniel Schuman on wueet 13, 19727 

A. Yes, 1 did. | 
d. Would you tell me the occasion for thet? 


f 
» 


ar 
Ye i 


se, Sehunaa had just returned from vacation and he 
eolind me earlier that morning and inquired as to when 
a fovoeast would be completed. lie knew that they were 


in our normal routine cf preparing a forecast for the 


halnnee of the year, an? wondered and requested if it 


sere meemrencmactn ainsi tittiiite Ct Ae ae Ct RCC 8 A At CRBC A <shingeetnn'n tomar set ee nee ite es 


~ r 
. iy * 
1; : ! 
would be possible to look at the figures for the first 


@ quarter. 


3 
2 When did that occur? [ 


4 - 
A. That was the first thing in the morning, 8:30 or 
3 “. a | 
something Like thc. 
¢ | 
Q. By what means was this communication made? 
a | 
4 ' + 
i A Telenhone call. 
et e | ° * * > « ® 
ea | Q What if anythics d£ii you tell ir. Senunan in | 
Ca : | 
' yesponse to thét: 
10 | 
1 A. I told him that while the figures for the year were 
Li 
| accompleted, IT bad revieved most of the figures for the 
va 
' S4eee cuarter om the preceding Friday and that -- 
4 
a : & Precesdtug Fricay being the LOth of March? 
4 | 
A. That pees 
aa ! 
“ Yes? | 
OG ee | 
{ A. Ves. 
® Rieke. AlfiGat. 
18 . 
A. That L had te get come more data, domestic subsidiar%t 
Le 
and foreiza subsidicrier, and could compicte the first 
a) i | 
i quarter Later that duy. | 
2) 
Q. Did tir. Schusin tell you or indicate to you that 
! Lary ] 
he was interested only in the first quarter ficures? 
| A. He wos asking sneeifically for first quarter because 
ey ‘ he tenew LT vouldn't nive aad the annual figures avaiiohle 
} at that time, —f areurs. 


0113 21 


Q. that first quarter figures were there that Mr. 


Schuman wanted from you? 


A. fotal corperate earnings. 


Q. Would that inelude the budget against actual and ~ 
ig) 
“ ; budget and forecast figures? 
A. Well, it would really te just a senmary of what the 
| | 
| first quarter estimate was tiat the -- it was not 
“ 
} 
nececssartly compared ia detzii to the budget and March 
} a | 
| is 
| 'forecast, no. 
| iv # 
1 @ Did Mr. Sehuman tell you why he wanted this? 
Li i | 
| A No. | 
\ 
. 2 &lright. Did thare ene a tine thereafter that 
15 


you spoke with or saw Mr. Schunan regardingthis matter? 
A Yes. I met him comewherc in the building in the 

i | 
J | afternoon and he told me he ctill wanted to get together 


r with me that. 


ca 
9 
re 
te 
Q 


with me, wanted to be sure ¢> cet to 
day. I said I'd be rardy, pronadly somewhere around 
§:00 o'clock. 

2 Did he give you any indication of why he wanted to 


i] 


get tesether with you that coy" 


4 


| ct me 


A. No, he didn't. I belicve he was going away and 

he wanted to ale sure he saw ue before he went away. 

Q- Did you sce Nr. fehuatn inter that day in sccordance 
with his requcst? 


4t wen gomet-cre around 5:20, L believe, that ' 


ve 


~] 


awe 


i 
il 
{ 

{ 
i| 
i 
i} 


~—- 


O114 22 | 

I reviewed this 3-9 forecast with him. 

“) Did you go over these figures with anybody else o 

besides Mr. Schuman prior to meeting with him after _ 

§:00 o'clock on that day? 

MR. SMITH: Excuse me. A clarifying question. 
I'm not sure which figures, when you say "these 
figures". 

BY MR. GREENS POON: 

q. The figures Mr. Schuman had requested. 

MR. EMITH: Not referring to the document? 

THE WITNESS: I reviewed the forecast with 
Mr. Stiiiman prior to secing Mr. Senunen. 

BY t{8. GREENS POON: 

2 Who is Mr. Stillman? 

A. Me. Stillman is Vice-President of Finance. 

2. ihen you say you reviewed them with Mr. Stillman, 

describe for me or tell me what you mean by “review"? 

A. Well, I bromht the forecast down to hin and 

generally whet over some of the reasons why ic was 

different then our previous projections and the bud=ct, 
and what in facet I hed included in this projection. 

a Would you tell us what the reasons were that yor 

pave tic. Stillman? 

MR. SHITHs You are asking ct this time fer 


his specific recollection of that cenversettion as 


O15 * 


> 


opposed to what he wruld now think the reasons were 


Y MR. GREZNSPOCT: t 


ro 
ta 
r. 


Q. 


What his recollection is of the reasons that he . 


gave at thet time. as | 


i 


| 5 ‘ | 
| A. Oh, my. Well, my recollection as t~ that time was 
6 | 3 
) 4 was Soflens Scies were down and Foreign Sarnings were 
4 | 
7 ji ; : 
| @£€ from what we had originally anticipated. | 
| 


i ® Did you have any knowledge of why Sofelens Sales 


were down? 


i 
10 | 
ae Yos, < had tuis sche‘ule that we were discussing, 
11 | | 
| which indicated that we were not shipping the Package C, 
it | 
i i 


i 


° 


' or the Apbatkic v-eiten RB. That was over &@ million 


~ i 


‘dollars worth of sales, which up till that point, and 


4 j 
| mo profecticn had anticipated not being shipped. 
15 § 1 
yaa } i 
) | @ So that the fcilure to ship the smaller lens | 
—_ 16 
i 
| package and the Aptiakte lens, in your opinion, at that 
7 | 
1 
| time, were they basic reasons why Soflens Sales were 
e i * | 
i down? 
19 : 
i 
tA. Was one -- ch, yes. Yes. 
20 | 
| MR. SHITH: I believe ir answering the 
21 | \ 
i : , 
i question you just put to him, it had a couple of 
22 ' 
| a: factors in there. I'm not sure whether it is | 
| 23 | | 
| i including -- 
, 24 | 
ile i THE WITNESS: No, he said were those the two 
H 95 


factors that eaused Soflens being down. Previously 


{ 


_ 0116 24 


I talked about Earnings being down beceuce of a 


© : decrease in Soflens Sales and South Ar rican Earning: 
| = South American ¢ id Foreign. i: 
’ EYMR. GREENSPOON: = | 
) : Q Right. Wad you mde any budgetary Eleures for tie 
| nd earnings first: year for the quarter at the tine that the 
: budget figures were made up? : 
a ‘lee 5 Oe, | 
9 | 
Q- Can you tell me what that was? 
10 | : 
1 Ae The £irst estimate [I made of the firct quarter, 
1 
before the budget was really finalized, was 1.04 a share. 
19 
: When nil of the gata had been precessed Sui c#u2 up with 
© e | a finalised forecast budget, it came out to L66 a share, 
1 |! : 
i > Do yau recall whea that was that ther final figure 
1S j 
| () | was put on? | 
| is 
i A. Somewhere in the middle of Pebruar;. 
li 
a Q Now, did there come a time when that fleuxre was 
ie rsised cr lewered by way of peers ov cay other way? 
A A. yes. I prepared an estimate in Febwuary which I'¢ 
4 indicated that earninss per shure had been decreised 
. five cents on the dollar. 
50 
Q (What was the basis for that decrease? 
2 
. "A. ta basis for the decrease was about half ccerease : 
4 


4n Soflens earnincs and half decrcase in foreign ensaieyi. 


Q. Was the half that was ettributersble to the Ositous 


| 
| 


j 
! 
| 
1 
i 


~~" 


dae 


r+ 


because of the failure to ship the smaller lens 


and the Afhakic lens? 


A. 


can see from the February forecast, at that tine I wa3 


0117 .. 


packace 


No, that would not have been because -~ as you 


still including Package C and Achakte Package Sa’ s. 


Q. 
A. 
Q. 


A, 


So it was due to other reasons? 
Other reasons, richt. 
Right. 


Although there was a slight decrease in the 


versus the budget at thet point. 


Q. 


A. 


Q. 


Package C and the Aphakic Package B were still included 


As of February 15th? 
right. 


What you are saving, in essense, is that the 


in the budget figures after February 14th? 


A. 
Q 
A. 


Q 


discussion with Mr. Stillman in the review that you maca 


with 


A. 


' March 


Q 


I'm s 


In the forecast figures. 
Riehe. 


Right. 


him on February -- on March 13th? 
Now, you just switched from February forecas 


forecast. 


sales 


c to 


I'm not talking about foreesst. You stated that 


orty. There is confusion. You stated thot 


you 


2 


or 


~} 


_ 04118, 


had reviewed with Mr. Stillman on March 13th the figures | 


preparatory to giving them to Mr.Schunan. 


A. That's right. 


Q Alricht. Lets go to March the Sth, then. 
A. March Sth, thea. Right. 
Q You are right. We will take tt in chronological 


order. You discussed with tir. Stiliman the -- 


THE WITNESS: Could we go off the record? 


' MR. GNEENSPOCH: Sure. Off the record. 


(Discussion off the record.) 
MR. GREENS POON: Back on the record. 
BY Hk. GREENS POON: 
Q And back to you and Mr. Stiliman. 


A. Alright. 


Q. Alright. When sou saw Hr. Stilican, you had the 


| March 9th, 1972 forecact Firures; is that right? 


| A. Right. e 
Q. Now, did that include a forecact of earnings per 
share? 
A Yes, t6 did, 
— What was that ficure, sir? 
1 A Seventy-four cents. 
Q. How did you reach that Eteure? 
A. Well, that wae reached by takins the projections 
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Q. Do you recall having a conversation with Daniel Schuman 
On the 16th of March 19727 


PO ee Sas 


Q. Do you récall whether you callec Mr, Schuman or whether 
Mr. Schuman called you? 


As = called Me. Schuman. 


QO. Who was Mr. Schuman? 


Ae < ERink Mr. 


hairman of the Board of Bausch & 


Lomb . 

©. Way did you call Me. Schuman? 

A. I was aware that there was a rumor circulating that Bausch 
& Lomb's first quarter 1972 earnings were going to be lowe 

than what we were expecting, and I called Mr, Schuman to ask 
Mr. Schuman if the company or Mr. Schuman had made a public 
statement about Bausch & Lomb's ee quarter 1972 earnings. | 


MR. KOOB: Mr. Baker, while you were answering your 


° rh ‘ a > | 
MR. GOLDMAN: Don't anéewer the question. He will have 
a chance to cross-examine you. 
MR. LANG: Of What wes the rumor that wae circu 


about Bausch & Lomb? 


A. I don't remember specifically except that there was a 


rumor that Bausch & Lomb's first quarter 


likely to be disappointing to investors. 


Q. Did you call Mr. Schuman before or after you had purchased | 
Bausch & Lomb stock on the 16th of March? a 


A. I called him after we had purchased stock. 


Q. What did Mr. Schuman tell you about the rumor ? 


I don't remember. 


A. 


@. Would you please read for the record pages 4 and 
10 A. "BOL," for Bausch & Lomb, "Schuman," underlined, "Sp 3 


question mark. "3-16-72." 


for spelling 


line: "Dan Dorfman tomorrow. 


Next 


L3 Next line: "90¢ - $1.00 inference." 


14 Next line: "eQ0¢ — JO@ did not come out of conversa- 


15 tion. Call back. 65¢ -75¢ lq," first quarter, 'period. 


16 Obviously down. Reasons 1) 72 lens, 38 lens hit out --" next 
LF word is unreadable " -- end of March. 
uo) oe mu 


MR. MORRIS: "Cataract kit"? 


! 
20 | THE WITNESS: Next word appears to be "Cataract kit 
21 | end of April or May rather than 19," first quarter, 
| 22 "(3) May not have appraised seasonality. 
| Fake | "(4)" Word appears to be “flack - hurt." 
$ 
| Next line: “Product acceptance very gooc. | 
| "Mixed bag on reorders." | 
Abbreviation "# practitioners will be revealed. 3000 
. Holding many symposiums around country now. More | 
nd more knowleige better off will ke." | 
. 


lA : 
Nelat..Ren ; e.. 


amc neemacene gragng et ty ye 


ca ce cern ne m  e a oe eee omen ote ee re 


0206 


Next line: 72 kit 5," word struck out. Next word 


appears to be “versions.” 


Next line: ."38 $1386." Next word: “*yecept, “ 


receptacles, abbreviation for receptacles. "$65." 


And below the word "receptacles," "sterilizer." 


Next line: "16,000 fitting hard contacts. Not good," 


abbreviation for "=. 

"600M — 700M," for 600,000 - 700,000, "new patients 
each year for contacts. 

"Practitioners <- disappointing -- "Oh. " -— some 
not fitting satisfactorily. 

“Patients - very satisfactory. 


"Production - not significant problem. 


emia 


"This may be -- This -- This maybe should -- " Mext 


| 
| word is illegible. " -- have in Canada to see if rubs off in 
U.S. Japan: set up branch, testing but need approval. Would 
ship from U.S. Big market and good price." 

MR. LANG: Q. The notes that you just read refresh 
your recollection with respect to the substance of the conversa- 
| tion you had with Mr. Schuman? 7 
| A. Ses. | 
| 
the conversation as you now remember it. 
A. -Okay. I remember informing Mr. Schuman that we had 
purchased stock that morning. And I recall asking him if he 


Q@. Of your own recollection, please relate the substance of 
| 
| had -- if he or anyone in the company had made a public 


n 


tatement or if anyone within the company planned to make a 


public statement about first quarter 1972 earnings. And I 


/ Q fey 2 ; 
Netaa Rerorting Seruice 
u Pas) sie a er ay 


! 
{ 
' 
{ 
} 
| 


iain kleine on 


ee a — 
( : - 7 


] recall that he told me that ne was to be interviewed by ORO 


2 someone from the Wall Street Journal and that in this inter- 

3 view he would provide information about first quarter 1972. 

4 and after reviewing the notes, I recall that we talked 
5 about. the experience with respect to patient acceptance and 

6 usage and same with respect to practitioners. I also recall, 
7 with the assistance of the notes, discussing the Japanese or 

8 the planned strategy for Japan. 


Q- What reasons, if any, did you have for asking Mr. Schuman 
whether he was going to make earnines public? 

A. I was aware that there was a rumor that first quarter 
earnings were going to be disappointing. 

OQ. no you recall whether or not Mr. Schuman said when he 


was going to speak to the Wall Street Journal rerorte:? 


tomorrow, Mr. Schuman said it. 


= 


THE WITNESS: I don't remember specifically, but to th 


| 


VY 
~ 
oOo" 


best of my recollecticn, he indicated that it would be in a 


—s 
wo 


short period of time, a matter of a day or days. 


Mr. Schuman gave you with respect to first quarter earnings? 


A, No. 


PORES om 


| 
20 MR. LANG: @Q. Do you remember what, if any, numbers 


A, f ‘ 
/olau Renorling Seruice 


tepid tieagis aoaegeemnemantminceman A eS RARE tC OMT OS LS tee oe 


s 


| 
MR. TARGOFF: He has testified already that he said | 


See AE en mr He te 


BEB eee ey re ae REET a Re REINO 


Q. Do yeu remember when these notes or this matewinl was 


1] dictated oc when it was typed with referenct to wien the 
12 conversatioud tock place? : — 
ae : MR. GOLDMAN: Do you understand the wesiiont . 
m | HE WITNESS: Yes. No. - : : 
e) 15 oR. MORRIS: Q. Could it have been seveyal ays after | 

16 | the conversations were held? | 

17 _ ss MR. GOLDMAN: Well, I think you are asking him to 


- | 18 | speculate now as to whether it could have been or not. 


mi. MR. MORRIS: All right. ‘ 


20 | g, puring this period of time in March of '72 were there 


2i occasions when such notes in the course of your practice were 
6 22 pot dictated for several days after the conversations tock 
| 23 (| place? 
24 A. I don't knew. 
25 Q. Are theses notes intended to be verbatim quotes ef the 
: 4 26 conversations that took place or your summa des of what was 
is 


said? 


BR. GOLDMAN: Or both? 


7 


i 


ow on Dn OD F WD NW 
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Go ahead. 


THE WITNESS: Well, they were not intended to be 


verbatin.. 


MR: MORRIS: Q. Is the iain true, Mr. Baker, with 
Exhibit 1, which you have identified as in your handwriting? 
A. Yes, the same is truc,.. ‘8 
Q. Directing your attention, Mr. Baker, to your — 

WR. GOLDMAN: May I interrupt for one second? 

The reason I said both with regard to verbatim versus 
summaries: there are some places, at least one that I see, 


where there are quotation marks. 


MR. MORRIS: Your attorney has pointed out that in at 


least one portion of Exhibit 3 there are quotation marks. 
Q. Are such portions .ntended to be direct quotations? If 
you recall. 


As Wes 


Q. Directing your attention, Mr. Baker, to your telephone 
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Q Did you have any conversations concerning 


Bausch § Lomb on March the 16th, 19727 
- OA A great many. 
Q Do you recall what your first conversation was? 
A My first conversation started with the news, 
as flashed by Derrik Hoitsma, that I -- let's back up 
for a moment. I was aware thet Dave MacCallum was seeing 
the company on the 16th. 

The first word I had of his visit was that he 
was pulling his buy recommendation and lowering his 
earnings estimate to 60 to 70 cents for the quarter. 

This was flashed sometime that morning. I don't remember. 
the hour. i 
Q By whon? 4 
A By Derrik licitsma, who had received the call 
from David MacCallua. : 
Q What do you mean by "flashed 7 
A He leaped up and yelled it out. That was the 
flash. 


Q Did he serean it out? 


A He screamed it out, yes. 


o2iz 


Q Do you recall what he said? | 


A He said, "David is pulling his buy recommendations | 
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and lowering his earnings estimate to 60 to 70 cents." 


‘That, to my knowledge, was the extent of the message. 


aware that Mr. MacCallum was seeing Bausch § Lomb that day? 


poe ae ae 


| 
| 
Q You have indicated, did you not, that you were 


A Yes. 

Q How did you become so aware? 

A I’ was presumably informed -- well, not presumably. 

I was informed some time a few days prior to 

that that he was seeing Bausch § Lomb on the 16th. 

Q Do you recall who informed you? 

A I don't, no. I presume, once again, it was 
David MacCallum, at a meeting of some sort. 

Q Do you have any recollection that you were 
inZormed by Mr. MacCallum? 

A No, I couldn't say for sure. 

Q Did you inform any of your clients the fact 


that David MacCallum was intending to see Bausch §& Lomb? 
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A I believe I did. 


oo Q__Whom did yeu inform? 
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- | i A (Yes, 1 GG. . 0214 
{ 2 | 
& ] Q -- Mr. Greenberg prior to placing the call? ; 
, 3 ~ 
a i A Yes, I did. 
4 | : « 
| Q When did you ask Mr. MacCallum? 
‘ 5 | ; ; ; : 
| A Sometime that afternoon when he returned. I 
6 | 
don't ---I can't recollect the hour. It was after -~ 
| 


“2 


I feel certain it was after I had returned from lunch. 
8 
| Q Was he sitting at his desk or was he sitting 
9 
< | with somebody else; if you’ know? 
10 
A He was in his office. I believe he was alone. 
| 11 it 
| Q What did you say to him at that time? 
12 
| A I said, "Sheldon Greenberg is awaiting your 
12 
@ I cg1a. 2122 dial the number." 
14 
Q What did he say? 
15 
A "Fine." 
{ 16 
| és Q Did he say to you that he didn't want to talk - 
Pe Lh ee 
| a with anybody? 
| A Not to my knowledge. I don't recollect that. 
19 “ 
Q I see. 
| | You then subsequently placed the call; is : 
Z) 
: | that correct? | 
a7, | 
| A Yes, sir, that's correct. | 
i 23 oe / oT 
| | Q And you were listening on this phone conversation?) 
| af | f ; 
a | A Yes, I was. I was sitting out at the secre- 
| 25 | 


tary's desk listening to the conversation because once 
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again I had not heard the story. 

Q | Did you listen to Mr. Greenberg as well as 
Mr. MacCallum? 3 

A Yes. 

Q 1 see. 

Division's Exhibit 49 for icentification, 

Goes itvrepresent a contemporaneus memorandum of that 
phone convers:tion (handing)? 

A Yes. 

Q What does "C.0." represent? 

A Company. 
Q 


What is the next -- 


A That's L.5.T. 

Q What does that mean? 

A Company estimate. 

Q What does the arrow represent? 

A 65-73. 

Q Did Mr. MacCallun pcs Wed Greenberg the 


company's estimate was 65-757 

A The call was interrupted, yes. 

Q Just so it's clear, Mr. MacCallum did tell 
be Greenberg company estimate 65-75? 

A Yes. 

Q Did he use the term '65-75"'7 


A Yes, he did. 
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Q Did Mr. MacCallum explain the interruption? 


| 

A. He explained the interruption when he got off - : - 
«he shone, yes. . ; 

Q Wha. did he say? : es 

A He said that Bausch § Lomb -- let me see. 4 aoe 
For some reason or other I have just lost the chairman | im 
of the board of Bausch § Lomb. an 

Q Schuman. ay 

A Dan Schuman is on another phone, I want tz get : 
off for a minute. While he was on the phone, I talked to ay 
Mr. Greenberg. 

Q i ses. 

Q What did Mr. Greenberg say in response to 


Mr. MacCallum's comment about -- 


A To my recollection, there was no reaction. : 
Q What did you speak to Mr. Greenberg about while -- 
A About the philosophy of Bausch §& Lomb oe 
Q Did you remember the purchase or hold of it? . 
A No, neither. 

To to talk about the street's -- in general 


terms, about the street's overblown expectation of 


interesting stocks to this point and what-not. 


Q And then Mr. MacCallum got back on the phone? 
A Yes, he @i4. 


What did he say? ~ 


. 


| ; 
1 | | . Pe 
: i A To my recollection, he said that Dan Schuman 
: | had gotten word of our estimate, was very upset and had : | . 
| gotten together with his financial people to say that | 
: : | _@ur estimate was too low, it was 65 to 75 instead of 
| a | cog balhgage ee c 
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